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THE QUESTIONS OF THE YEAR: 


BUSINESS BETTER THAN 1949? 


>> 


TAXES, RAISED OR REDUCED? 


>> 


WILL THE DOLLAR BUY LESS? 


>> 


PENSIONS FOR ALL? 


>> 


WILL REPUBLICANS COME BACK? 


>> 


LESS MONEY FOR EUROPE? 


>> 


TROUBLE IN THE FAR EAST? 


>> 
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Here’s how America gets things done... 


AMERICANS THINK BIG. If harnessing a river 
1 calls for the world’s largest dam, American 
industry goes ahead and builds it —with 
whatever new ideas it takes. One idea that 


speeds construction is the elimination of 


friction in machinery with Timken bearings. 


AMERICANS WORK TOGETHER. You've read 
2 how farmers get together to harvest one 
man’s crop. Lending a hand, too, are the 
Timken tapered roller bearings in the farm 
equipment. They do away with wasteful 
friction and wear in wheels and sisafts. 


3 AMERICANS MOVE FAST. In 51 short yeurs, 
the auto industry’s miraculous produc- 
tion methods have put the world on wheels. 
Most of the machines that build the cars = 
like the cars themselves—are equipped 
with friction-eliminating Timken bearings, 


the newest example is “Roller Freight”! 
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A now ANOTHER MIRACLE of American 
industry is under way! It’s “Roller 
Freight”— freight cars with Timken 
bearings on their wheels instead of fric- 
tion bearings. 

“Roller Freight’ will travel as fast as 
Timken bearing equipped passenger 
trains. The things you eat, wear and use 
will reach you faster, fresher. 

“Roller Freight” will reduce damage 
to goods because Timken bearings cut 
starting resistance a huge 88%, eliminate 
jolting starts and stops. 

“Roller Freight” will eliminate “hot 
boxes” and the delays they cause, cut 
railroad’s fuel and maintenance costs, en- 
able locomotives to haul more cars, and 
make more cars available for hauling! 
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The railroads have already started the 
switch to “Roller Freight” —from a hand- 
ful of cars on some roads to as many as 
800 and 1,000 on others. 


By eliminating wasteful friction on the 
railroads and throughout all industry, 
Timken bearings help produce the 
profits that build America. If you build 
freight cars or reapers, construction 
equipment or automobiles—or any other 
product where wheels and shafts turn 
— remember you can make it better 
with bearings that have the trade- 
mark “Timken”. The Timken Roller 
Bearing Company, Canton 6, Ohio. Cable 
address: “TIMROSCO”. Tapered Roller 
Bearings, Alloy Steels and Tubing, 


Removable Rock Bits. 





TAPERED 
ROLLER 
BEARINGS * 


can speed the nation’s freight 


COPR. 1980 THE TIMKEN ROLLER BEARING COMPANY 
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r efend Americanism?...Why? 


HY SHOULD WE NEED to defend the finest system 

of decency the world ever saw? Let the other side be 
the one on the defensive. Let them try to tell you one single 
desirable thing they can offer. 


The profit-and-loss system is the only system the world 
ever saw that lets a man keep his self-respect ... it’s the 
only system where decent men act with decency ... the only 
system that has conquered famines and plagues ... the only 
system where fair play counts and justice is understood, 
honored, sought. This profit-and-loss system is the only one 
in history that ever guaranteed life and liberty, the only one 
in which men may even hope for the pursuit of happiness. 


Defend this system? Defend Americanism? No! Extend it! 
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YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 








| News within the News 








THE WORLD OUTLOOK IN RUBBER—The importance of rubber tc the U. S. and the 
world, the prospects of research in both natural and synthetic, and the place for 
further growth of the industry are discussed in a U.S. News & World Report 
interview by John L. Collyer, president of the B. F. Goodrich Co............. P. 36 


WHAT BUSINESS MIGHT EXPECT OF GOVERNMENT—AND VICE VERSA—Here is a 
guide to thinking on economic problems in circles close to the White House. 
Published in full text is the section of the annual report of the Council of Eco- 
nomic Advisers dealing with trends in the relations between Government 
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BETTER BUSINESS: WHY?............P.. 11 
Most important signs point to a business 
year as good as 1949 or better. People 
are to have more money to spend and 
invest. Production is large and rising. 
Demand for stocks is going up. 


DOLLAR TO BUY A BIT MORE........P.. 15 
How well you will live in the year ahead 
will depend, in the end, on the value 
of the dollars in your pocket. And indi- 
cations now are strong that those dollars 
will go as far as those you spent in 1949, 
and maybe a little further. Here’s why. 


WHAT CONGRESS WILL DO........ P. 16 
Congress will pass some of Mr. Tru- 
man’s program, balk at a large part. 
Bigger Social Security, cuts in excises 
lead the list for passage. Income tax in- 
crease, health and education issues prob- 
ably will be fought out in the election. 


PENSIONS FOR NEARLY ALL?......P. 20 


Almost unnoticed, plans are forming to 
bring millions of people under the big- 
gest pension system in the free world— 
U.S. Social Security. By the end of 1950, 
nearly everyone except farmers and pro- 
fessional people is to be covered. Pros- 
pects are that benefits for those covered 
will rise sharply. 


WAR NOW SEEMS REMOTE........P. 22 
Fear of war is fading out nearly every- 
where. People, instead, are worrying 
about jobs, elections, the cost of living, 
money. What people are thinking, and 


saying, is shown in this round-up of re- 
ports from U.S. News & World Report 
correspondents all over the world. 


HOT SPOTS IN FAR EAST............ P. 25 
Spotlight of the world’s troubles is shift- 
ing from Europe to Asia. Chinese Com- 
munist armies are on the border of 
French Indo-China. Malaya is having 
serious guerrilla trouble. Siam is shakier 
than ever. Burma is close to anarchy, And 
things promise to get worse. 


WILL REPUBLICANS COME BACK?..P. 27 
Looking at the record, the Republicans 
hope to recapture Congress this year. 
History of off-year elections indicates the 
“outs” often get in. But they’ve rarely 
faced such powerful opposition. Here is 
an outline of G.O.P. hopes and strategy. 
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1949 Was Another Good Year for Telephone Users 


BETTER LOCAL SERVICE —The over-all quality 
of telephone service continued to improve 
in 1949 and it keeps right on getting better. 
There’s faster, clearer, more accurate serv- 


ice on millions of local calls. 


MORE SERVICE FOR MORE PEOPLE -— Nearly 2,000,000 
telephones were added to the Bell System in 1949. This meant 
service not only for many people who did not have a telephone 
before but it also increased the value and usefulness of your 
own particular telephone. You can call many more people — 











were added by the Bell System 
in 1949. 1,300,000 have been 
added since the war —a truly 
remarkable record of rural de- 
velopment by the Bell System. 
Great gains were made also in 
the quality of service. Fewer 
parties on the line. Many thou- 
sands of new-type telephones 
put in. A higher proportion of 
our farmers have telephones 
than in any other country in 
the world. 


275,000 NEW RURAL TELEPHONES 

















and many more can call you. There are now more than 50% 
more Bell telephones than at the end of the war. 





IMPROVEMENTS IN LONG DISTANCE 
Long Distance grew steadily bet- 
ter in 1949. The average time to 
complete out-of-town calls is now 
down to little more than a minute 
and a half. .Nine out of ten calls 
go through while you hold the 
line. Over many routes, the Long 
Distance operator dials the dis- 
tant telephone direct. It’s faster, 
friendly, courteous service all the 
way. 














CONTRIBUTION TO PROSPERITY — All of 
this expansion and improvement in 
telephone service provided work 
and wages for many people outside 
the telephone business. 

More than $1,000,000,000 was 
put into new facilities. Western 
Electric — the manufacturing unit 
of the Bell System — bought from 
23,000 different concerns in 
2500 cities and towns through- 
out the country. 









BELL TELEPHONE SYSTEM — The best and the most 
telephone service at the lowest possible price. 














Today many coal buyers “write their own prescriptions.” 
In ordering coal from the mines, they specify not only grade 
and size, but also carbon content, sulphur content, volatile 


matter, and heat value as well—in order to get exactly the 
kind that burns most efficiently in their equipment. 

Quality control laboratories, like the one pictured above, 
make this possible. They are located right at the preparation 
plants of modern, mechanized coal mines. Here technicians 
check bulk samples—weighing, burning and analyzing each 
one. Their “lab” reports enable preparation plant superin- 
tendents to deliver the right coal to each customer. 

Such scientific steps are only part of modern coal mining, 
which also includes million-dollar preparation plants, electric- 
powered shuttle cars, and high-speed conveyor belts, plus 
machines that drill, cut, dig and load coal. All these are the 
result of a far-sighted program of capital investment in mech- 
anization that has made America’s.coal mines the safest, most 
efficient and productive in the world. 


Working conditions in modern coal mines 
are far different in many ways than you may 
have thought. Today the miner scarcely 
touches pick or shovel. Indeed, he’s a skilled 
operator of many specialized machines—like 
mobile power drills, cutters, loaders, shuttle 
cars, and high-speed conveyors. He works in 
clean, fresh air, too. In fact, more tons of 
fresh air are pumped into today’s modern 
mines by giant fans each 24 hours, than tons 
of coal moved out. And for his work, the 
miner earns higher average hourly wages than 
are paid by any other major industry. 


BITUMINOUS a COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D. C. 
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Photo courtesy of The United Electric Coal Companies 


BITUMINOUS COAL...LIGHTS THE WAY...FUELS THE FIRES...POWERS THE PROGRESS OF AMERICA 
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Things are to be more nearly normal in 1950 than at any time in 10 years. 

Alarms will be fewer, excitement less. War scares are to fade further. 

Business is to be good, probably all year. Prices won't change much. 
Inflation will be talked, but won't take over. Recession is improbable. 

Living costs will be about the same. Pay is to rise a little. 

Most people will be better off than ever. 

There is a feeling of stability that hasn't been present before. That 
stability probably will not be upset much in 1950. 








Population is to rise another 2.2 million. People in U.S. in another year 
will number at least 152.8 million. Births are expected to decline a bit to 22 
per 1,000 of population from 24 now. Prewar rate was 18. 

Marriages will be far fewer. Unmarried, but marriageable, persons are not 
as abundant as before the war. Of men over 14, only 26 per cent are ‘unmarried 
now against 35 per cent in 1940. Of women, only 20 per cent now are unmarried, 
compared with 28 per cent 10 years ago. Marriage has been popular. 

Females now, at 75.8 million, outnumber males at 74.2 million. Males back 
in 1940, at 66 million, had outnumbered females at 65.6 million. 

Old people, age 65 and over, make up 7.5 per cent of the population now. 
Back in 1940 they made up 6.7 per cent of the population. Trend is up. 





Pensions for all reaching age 65 will be rushed. Pension plan, federal, is 
to be more attractive. Single person, $3,000 average income, after 15 years 
will get $70 a month for life. Man and wife will get $105 after Congress acts. 

Cost: $45 a year, plus $45 from the employer. Later cost: $60 each. 

Storekeepers, brokers, taxi owners, plumbers, city and State employes, 
nurses, professors, domestic services, others are to be put down for pensions. 
Cost: About the same as for other workers. You get how it works on page 20. 

Lawyers, doctors, farmers, farm workers aren't in present plans. 

Pensions, private, will spread, too. Private pensions will be on top of 
Government pensions. Old people of the future won't do so badly. 























Spending by Government will pass its crest in months just ahead. 

Spending this year: 43.5 billion dollars. Next year: 40 to 42 billion. 
That's for the year to start July 1. Following year: Under 40 billion. 

Aid abroad: To be cut 1.5 billion. Military aid: To go up 900 million. 
U.S. military: To be cut somewhat. Public works: To go up. Veterans' aid: To 
come down a little. Farm aid: To stay the same, or rise. 

Big spending is to go on. It's just not to be quite so big as now. 























Taxes, to support big spending, won't be raised on incomes. 

Pay-roll taxes, to support old-age insurance, went up January 1. Tax now 
is $45 a year maximum on employer and employe. It was $30. It may go to $54 at 
midyear with covered income rising from $3,000 to $3,600 maximum. 

Excise tax cut, due by midyear, will be selective. 

Budget balance, when and if it comes back, will be the result of spending 
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NEWSGRAM--TOMORROW--= (Continued) 


cuts, not of tax increases. Congress isn't to get into a taxing mood. 


Debt, big now, will grow bigger. Federal debt will head 
260-billion-dollar level by end of the year. Mortgage debt wi 
Installment debt is to grow more. Business debt may rise some 

It's the federal debt that is inflated and inflating, not 
Debt of Government, after declining, is rising rather sharply 

















Dollar itself is to remain a good dollar in 1950. 





back toward a 
11 go on rising. 
what. 

private debt. 
again. 


Dollar's worth, now 59 cents compared with prewar value, may rise to 60 
cents. A dollar is to buy more food, as much clothing, less rent. It will buy 





as much house, car, refrigerator, but a bit less steel, lumber 
Dollar of the future, barring war, is to be a good dollar. 





» labor. 
It is more 


likely to gain a little in value than to lose more. The dollar is backed by the 


immense productive ability of U.S. industry and agriculture. 


Dollar trouble, further ahead, could grow from war or depression. War might 
destroy most of what remains of the dollar's value. Depression could lead to 





money tinkering on a scale that would hurt the dollar badly. 


— 


Life will go on pretty much the same in the new year as the old. 


Autos will trend strongly toward automatic transmissions. 
more crowded than ever. Parking will become still more of a p 
Houses will be abundant, but at high prices. Apartments, 





Highways will be 


roblem. 
will become 


plentiful as the year wears on. Real estate boom will slow Some more. 





Television is to have a big play. Movies, radio won't. 





Stock market might attract growing speculation. Commodities and real 
estate have enjoyed their postwar speculative spree. Stocks haven't. 





Big strikes are likely to be fewer, less bitter. 





Steel has had its strike. Autos probably will avoid big strikes. Coal 
still is enjoying a part-time strike. It may have more big ones during 1950. 
Wage-rate rises, despite labor-leader claims, will be moderate. Stable 





living costs will ease worker demands for big pay raises. 


Politics, more than strikes, will occupy labor leaders this year. 
Labor's aim is to get a stronger hold on Government, if it can. Idea is 
that help of Government can count most in forcing employers into line. 


Mr. Truman will try again, but fail, to control a Democratic Congress. 
Tax issues, labor issues, farm issues, will be dominated by a coalition of 
conservative Democrats plus Republicans. Pensions will be popular with all. 





Cuts in foreign aid will get much support from both parties. 
Elections in November probably won't change things much. 


Congress, 


whether Republican or Democratic, will be relatively conservative. Mr. Truman, 
whichever way voting goes in November, will play on the side of labor leaders. 
End result is to be something of a stalemate on many issues. 





The President, in 1950, is unlikely to tip his hand on another term. 
Thomas Dewey, for the Republicans, will fade as a candidate. General 
Eisenhower, in spite of protests, is likely to remain as a potential nominee. 
A Truman vs. Eisenhower race in 1952 is likely to remain a fair bet. 














Stalin, 70, will have plenty to keep him busy in his empire in 1950. 

In Britain, Labor may go on holding power after election but probably by a 
much reduced majority. Britain faces more financial trouble after midyear. 

Asia, in second place for U.S. favors during postwar, is to get more cash, 
more attention during 1950. Europe, favored with U.S. billions, is to slip a 
little im favor. Germany and Japan, enemies a few years ago, are on the road to 
becoming allies. Russia and China, allies before, become enemies now. 
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Your Treasurer—“Y ou wouldn’t believe 
the money it saves. Pays for itself in 
no time by savings in labor, rent, 
filing equipment and grief.” 


Your Office Manager—“You wouldn’t | Your Employees—“ You wouldn’t be- 
believe the space it saves. One handful lieve the time it saves. Why—with 
of Burroughs microfilm takes the | checks, for instance—I photograph 
place of 24 full drawers of files!” l both sides as fast as six per second!” 
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Smartly styled recorder—one of the 
units in a modern line of microfilm 
equipment built by Bell & Howell, 
sold and serviced by Burroughs. 


Your Lawyer— ‘Don’t forget the protec- 
tion Microfilming gives. It’s the best 
possible safeguard against documents 
being altered, lost, stolen or misfiled.” 


Your Auditor— ‘And Burroughs Micro- 
filming saves me headaches too. 
That’s because it records everything 
with photographic accuracy.” 
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Everybody benefits from Burroughs Microfilming ! 


Yes, Burroughs Microfilming saves space, time, your microfilm equipment gives you the utmost 
money. It gives yc accuracy and protection. But — service. Microfilm can be processed quickly at 
that’s not all. any of 22 convenient laboratories, or in your 


Burroughs’ 60 years of solving business problems Cre EN 





by machine assures you businesslike recommenda- _— Burroughs Microfilm equipment is built by Bell & 
tions. If Microfilm won’t fit into your overall Howell, the leader in quality photographic equip- 
office operation— we'll say so. If ment. It is sold outright— saving you lease charges. 


we say it will—you can know 


_{ See for yourself how it can help your business. 
it’s a sound recommendation. : 


Give your local Burroughs office a call, or write— 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN 


_——_—————————— 
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Burroughs nationwide service Burroug 


organization will make sure 
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TWO IMPORTANT NAMES IN MICROFILM 
MANUFACTURE 








WHEREVER THERE’S BUSINESS THERE’S Bu rroughs 











It pays to 
do business 
in New York 


State! 


Because New York State is the 
most concentrated market in the 
world. a New York State location 
saves business millions of dollars 
annually in shipping costs! If 
shipping costs are a big factor in 
your operations, why not write: 
New York State Dept. of Com- 
merce, Room 237, 112 State St., 
Albany 7, N.Y. 














Reading the news of national and interna- 
tional affairs at home each week is the regu- 
lar practice of 80% of the readers of this 
magazine. Important advertisers are quick to 
such an 


eash in on the advantages of 


opportunity. 


U.S. News & World Report 
Advertising Department 


30 Rockefeller Plaza, New York 20, N.Y. 
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ALL FIRES Are Extinguishable 


GLOBE protection controls the 
FIRE menace, and places 
“strictly preventable’, “partly 
preventable” and “‘cause un- 
known” FIRES all in the one 
class... EXTINGUISHABLE. 

Install GLOBE Sprinklers now. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK ... CHICAGO... PHILADELPHIA 
Offices in nearly all principal cities 


THEY PAY FOR THEMSELVES 


















__.The March of the News. 


Second wind. Capitol Hill in Washing- 
ton began to stir with reawakened activi- 
ty last week. Members were coming back 
for the second session of the 81st Con- 
gress, a session that will lead right into the 
1950 congressional-election campaign. 
The surroundings were new—due to re- 
decorations in the halls of Congress—but 
most of the issues were familiar. So were 
the formalities. 

As they have for generations of Senate 
and House members, page boys spruced 
up the congressional desks and laid out 
the papers of pending business. Secre- 
taries divided the accumulation of incom- 
ing mail according to each member's own 
priority system of urgency. Engagement 
calendars, almost blank for weeks, began 
to fill up with important names. The busi- 
ness of Congress was well under way long 
before the opening gavels fell in the Sen- 
ate and House. 


“You can quote me.” Statements for 
the press flowed out of congressional 
offices in a widening stream. Congress- 
men, prominent and obscure, were hurry- 
ing to have their say on such things as 
taxes, business conditions, foreign affairs, 
Government spending and—above all—the 
opposing party. The time for viewing with 
alarm was at hand. 

Between the lines of the statements 
were the real stories of the troubles this 
Congress will encounter. There were signs 
that the Republicans were divided among 
themselves whether to go along with a 
bipartisan approach to foreign affairs. One 
member complained that this tie-up with 
the Democrats, born in wartime, was fore- 
ing the Republicans into “me-tooism” at a 
bad time—election year. Said he, the Re- 
publicans are not in on the “take-off” of 
foreign policies, but they get caught in 
the “crash landings” if things turn out 
wrong. is 

Democrats were having troubles of 
their own. The issue of tax increases 
was a sour note for many Administra- 
tion stalwarts who would rather see 
taxes go down instead of up. Some 
Democrats, too, were ready to cut a slice 
off foreign aid. And the President’s party 
was as divided as ever over his so-called 
civil-rights program. Congressmen of both 
parties took up the business of the new 
session with one eye cocked to the com- 
ing election campaign. The two could not 
be separated. 


Planners’ D Day. Throughout Wash- 
ington, the return of Congress lengthened 
the normal working day for a lot of offi- 
cials. Planning staffs of President Tru- 
man’s Administration met in long and fre- 
quent conferences, trying to anticipate 
the wish and the whim of Congressmen. 
The President, back from a_ restful 
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SENATE PAGES TIDY UP 
... as Congress starts to settle down 


Christmas holiday at his home in Inde- 
pendence, Mo., put the finishing touches 
on the Administration line for 1950—his 
messages on the state of the union, on the 
national economy and the budget. For the 
planners, the first few days of Congress 
would tell them how well they - had 
planned. 

The budget itself was certain to be a 
package of bad news. Mr. Truman’s as- 
sistants liked it no better than the men 
who will have to pilot it through Con- 
gress. In brief, the budget story could be 
told in red ink. It will take more money 
to run the Government in 1950 than the 
Treasury can collect. No matter what 
happens, Washington is going to operate 
at a deficit again..No Democrat ]*ked the 
idea of handing the Republicans such a 
tailor-made campaign issue, but no one 
could think of a way out. 


Statuary and saucers. Into the Capi- 
tol building last week went two new 
pieces of statuary to take their places, in 
order, among the marbled ranks of all 
former Vice Présidents of the United 
States. The new busts were those of Henry 
A. Wallace, Vice President from Jan. 20, 
1941, to Jan. 20, 1945, and Harry S. Tru- 
man, who succeeded Mr. Wallace in the 
Vice Presidency and served for three 
months until the death of Franklin D. 
Roosevelt on April 12, 1945. 

After two years spent running down 
375 rumors and reports of mysterious fly- 
ing saucers, the Air Force closed down its 
investigation last week with this conclu- 
sion: There is no such thing. The flying 
saucers that hundreds of people think 
they have seen are really: “(1) misinter- 
pretation of various conventional objects, 
(2) a mild form of mass hysteria or 
(3) hoaxes.” The report left it to the in- 
dividual to decide which type he had 
seen. 
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Now—Kimberly-Clark brings you 


remium Papers at 
Standard Prices! 





SHEET STACKS OF 1950 LEVELCOAT READY FOR TRIMMING... THEN TO AMERICA’S PRESSES. 


Now you can make every impression 
a far better impression—without an 
increase in printing cost! For Kim- 
berly-Clark’s four new fully-coated 
Levelcoat* papers with new fiber, 
new formula, give you premium qual- 
ity press performance and reproduc- 
tion—at the cost of ordinary paper! 

You'll see new whiteness and 
brightness, feel new smoothness, in 
all four 1950 Levelcoat papers. In 
make-ready, on the press, you'll dis- 


cover new speed and dependability. 
Finally, in comparing reproduction 
with that of any other paper, at any 
price, you'll agree there’s a striking 
new difference in the quality of print- 
ing achieved with 1950 Levelcoat. 

So regardless of your paper re- 
quirements—for long runs or short 
runs, for broadsides, magazines or 
house organs—look to Levelcoat for 
printability at its best. Yours—at the 
cost of ordinary paper. 






Ever take a 3 hour bath? The pulp in 1950 
Levelcoat does —and gets bleached snow-white 
in the process. And the new, superior LongLac 
sulphate fibers—a special pulp ingredient—result 
in new body strength, new resilience, never-before 
whiteness in all four new papers. 





Round and round she goes .. . and each roll 
is adjusted for correct tension to protect the 
mirror-smooth paper surface. For in 1950 Level- 
coat, the new coating formulation assures uni- 
form ink reception, equal pick resistance, bril- 
liant colors of maximum tonal density. 





It’s on the nose! Sensitive scales constantly 
check each lot of paper for moisture content. 
In all, 79 similar checks from tree to press are 
used to control the quality of 1950 Levelcoat— 
and assure the press performance and reproduc- 


tion of higher-priced paper. 





New HIFECT* Made with strong sulphate- 
cooked fibers. Permanence, foldability, di- 
mensional stability make Hifect ideal for 
covers or any fine letterpress printing. 


New LITHOFECT* For finest offset 
printing, Lithofect provides a roisture-and 
pick-resistant coating with a strong base 
sheet. Renders colors without loss of density. 





New TRUFECT* Whiter, smoother, folds 
even better than before. Trufect, for letter- 
press, offers faster ink setting time, greater 
press dependability, finer reproduction. 


New MULTIFECT* An economy sheet 
for volume printing. With the new LongLac 
fibers, Multifect has added strength, better 
foldability, greater uniformity. 
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CORPORATION 





x\\ 4 Ptooucr o+ 


\\) Kimberl 
( Clark . 


NEENAH, WISCONSIN 


*rRA DEMARK 








. 








Sandy Scott, a Scotchman, with his kilts and bagpipe, 
too, like other canny travelers, knew exactly what to 
do. He headed for the Statler, and he cried: “I find it 
nifty, they really treat me like a guest—and, better 
yet, it’s thrifty!” 





2 He tried a fancy highland fling on Statler’s famous bed. 

e “It’s softer far than heather, and that’s soft!’’ our 
Sandy said. “Eight hundred built-in springs and more 
sure promise a good night, and as a thrifty Scotchman 
should, I promise to sleep tight! 








“Now Scotch and water,” Sandy said, “have always 
mixed quite well, and when I’m in a Statler tub— Hoot 
Mon—that rings the bell! Yon stacks of towels snowy 
white, the water steaming hot, the luxury of lots of 
soap—all please this scrubbing Scot. 














“My Statler meals,” the Scot exclaimed, “are really 

4. bonnie nice. I’ve never had so much, so good, at such 
a thrifty price. Each dish was perfectly prepared . . . 
as tasty as I’ve seen . . . say, could ye pack and ship 
a chef to me in Aberdeen? 























“I’m always glad to pipe a tune in Statler’s praise,” 
said Sandy. “It’s close to business, shops, and shows, 
the station too is handy. And there’s another reason 
it’s the traveler’s favorite spot .. . you only spend a 
little—but you get an awful lot!’ 
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STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON + BUFFALO «+ CLEVELAND 
DETROIT + ST.LOUIS +* WASHINGTON 

STATLER OPERATED: HOTEL WILLIAM PENN + PITTSBURGH 
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WHY BUSINESS WILL BE BETTER: 
INCOMES AND SPENDING TO RISE 


High Demand, Rising Investment Expected 


1950 looks like a good year, 
by any standard. Odds favor 
thriving business all year, despite 
forecasts of a slump. 

Demand for goods may top the 
1948 boom. U.S. public will 
have more money to spend and 
invest than ever before. Industry 
output is going up. Construction 
is still booming. 

Trouble spots show, here and 
there. But they are too small to 
upset the general trend for a 
prosperous new year. 


Business is to be good during the 
first half of 1950 at least. Everyone 
seems agreed on that. But many have 
reservations about the second half. A 
moderate downturn in that period is 
looked for by a number of people who 
make forecasts. 

Actually, business in the second half of 
the new year is likely to be just as good 


as the first half, perhaps a little better. 
Whether it is or not will depend on the 
attitude and action of businessmen. If 
businessmen continue to take a sour view 
of the future and make further cuts in 
their purchases of new plant and equip- 
ment, activity will slow somewhat in 
the second half of the year. But, if busi- 
nessmen take an optimistic view of the 
future, that optimism will reflect in busi- 
ness activity. 

Chances are that business spending, 
still in a downtrend, will begin to rise 
by mid-1950 to help offset the effect of 
a decline in federal cash spending that 
will begin around midyear. 

Back of the probability for good busi- 
ness all through 1950 are many factors. 

Population in 1950 will average 2.2 
million above 1949. That will add to 
demand for goods and services. Money 
is to be abundant and cheap. Money 
supply is large and increasing. It rests 
in large part on a big federal debt, so 
cannot contract suddenly. Interest rates 
are to be kept low through Government 
policy. 

Government spending will break peace- 
time records in the first half of 1950, ris- 
ing to a rate of 50 billions a year. Tax 


INDUSTRIAL SCENE 


policies are to be favorable for taxpayers. 
Farm prices are insured against collapse 
by Government supports. Price and wage 
levels promise to be quite stable in the 
year ahead. 

Finally, an active and rising market for 
stocks contrasts sharply with the last 
three years, when bears ruled the market 
while business boomed. If equity capital 
now becomes more readily available, busi- 
ness can find a source of new money for 
expansion that has been lacking since 
early 1946. A firm and rising market for 
stocks can have an important effect on 
plans for business investment. 

All of these factors promise support 
for a high level of business activity. 

Danger points, in contrast, appear to 
be few. Installment credit is high and 
expanding rapidly. It could reach a point 
where consumer buying might have to 
decline, but that doesn’t appear likely this 
year. High as it is, consumer spending 
still is lower in relation to income than in 
1939 or 1940. Mortgage credit also is 
large, but much of it carries a Govern- 
ment guarantee and is amortized over a 
long period of years. 

On balance, the favorable factors 
appear to outweigh the unfavorable fac- 
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The Business Outlook for 1950.. 
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tors that bear on the business outlook. 
People have money and are in a mood 
to spend it. Demand remains high. 
Credit is not strained. Businessmen have 
money, too. They have access to bank 
credit and soon may find the public 
ready to invest. 

The key to a sustained high level of 
activity through 1950 is to be found in 
business investment. Conditions appear 
to demand increased investment in in- 
ventory. It’s up to businessmen to de- 
cide whether they want to put more into 
plant and equipment. Assuming that 
businessmen decide to increase their 
spending moderately as 1950 wears on, 


as they probably will, the outlook follows 
these lines: 

Total spending then probably will 
reach a new high. Demand for goods 
and services is likely to aggregate 266.7 
billion dollars for the year. That will be 
two and a half times the level of prewar 
1940 and moderately above boomtime 
1948. Rate of spending is likely to be 
moderately lower in the second half of 
the year than in the first half, but the 
difference is not expected to be great. 
Drop will be due mostly to lower Gov- 
ernment outlays. 

Personal income—The money peo- 
ple receive—promises to top all previous 


years at 217.7 billion dollars. That will 
be close to three times the 1940 level 
of individual income. Income flow in 
the second half of 1950 may be slightly 
larger than in the first half if business 
investment picks up. Every group ex- 
cept farmers stands to increase its in- 
come, and farmers are not expected to 
suffer much of a decline, thanks to Gov- 
ernment price- support operations. (See 
page 36.) 

Consumer spending is expected to 
parallel personal income for a new rec- 
ord in 1950. Consumer spending, in fact, 
was just as great in 1949 as in the 1948 
boom, and there seems to be no sign of 
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_. Factors Pointing To Good Times 
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smaller consumer demand. Spending by 
individuals will get a fillip in the first 
half of this year as veterans receive 2.8 
billion in insurance refunds. Spending in 
the second half may drop a trifle, but the 
drop is not likely to be significant if total 
business activity stays up. 

Total spending by consumers appears 
headed for 182.5 billion in 1950, up 3.7 
billion from 1948 and 1949. Higher in- 
comes, coupled with stable prices and 
stable taxes, are likely to stimulate con- 
sumer spending. 

Retail trade probably is to approach 
the 1948 level, too, at 129.7 billion dol- 
lars. Retail trade declined a bit in 1949 


from 1948 as families spent fewer dollars 
for goods and spent more on rent, travel 
and other services. This year people are 
expected to buy almost as many automo- 
biles as last year, and slightly more home 
appliances, clothing, housefurnishings 
and food. 

Output of industry is expected to be 
higher this year than in 1949. People last 
year actually bought more than industry 
produced in that year. That sent inven- 
tories of many things to very low levels 
in relation to sales. Now business firms 
are being forced to build up their stocks. 
Prospect is that production this year will 
have to increase. 


The estimate is that industrial produc- 
tion, now at 175 per ceut of the 1935-39 
average, will rise to 182 per cert in the 
first half of 1950 and to 184 per cent in 
the second half. That assumes higher 
second-half demand for industrial equip- 
ment. The peacetime record of 192 in 
1948 is not expected to be reached in 
1950. 

Outlook is that durable-goods indus- 
tries, sparked by steel and automobiles, 
will show a fairly marked rise from pres- 
ent levels. The nondurable group—tex- 
tile mills, clothing factories, oil refineries, 
food processors—have recovered almost 
all of the drop of early 1949. Gains in 
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BUILDING CONSTRUCTION 


. .. another boom year 


1950 are likely to be moderate for non- 
durable-goods plants. 

Construction industry is expected to 
have another boom year. This industry 
‘fared better in 1949 than in 1948 and is 
expected to repeat the 1949 performance 
in 1950. Official estimate is for a 19.2- 
billion-dollar volume of new building. 

A shift in types of construction is ex- 
pected. There may be fewer than a mil- 
lion new houses started in 1950 and 
there probably will be a smaller volume 
of new plant construction. Commercial 
building may step up to keep pace with 
new and enlarged residential communi- 
ties. Public building activity is certain to 
rise and is expected to offset any drop 
in private building. 

The price level is expected to show 
pronounced stability through the year. 
Changes up or down are expected to be 
narrow. For the year, the wholesale-price 
index kept by the Bureau of Labor Sta- 
tistics is expected to average 153 per 
cent of 1926. That compares with 154.9 
for 1949. 

Stable prices will be a new postwar 
experience. Rising prices were fairly 
steady in 1946, 1947 and 1948. In 1949, 
prices took a tumble. In 1950 no such 
gyrations are in prospect. The postwar 
adjustment in prices appears to have 
reached at least a temporary stopping 
place. Farm products are likely to hold 
steady in price for the first half of 1950 
and decline in the second half. Prices for 
industrial materials may be moderately 
upward through most of the year. 

Cost of living is not likely to vary 
much. The consumer-price index of BLS 
is expected to average 167.3 per cent of 
the 1935-39 period in 1950, compared 
with a 1949 average of 169.1 per cent 
and a 1948 average of 171.2 per cent. 
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Family food costs are likely to drop a 
bit during the first half of the year and 
then rise in the second half. That is the 
usual trend. Clothing prices appear to 
have hit a low point in the closing 
months of 1949. They are expected to 
stay close to that level. Housefurnishings 
probably are due for a moderate rise in 
1950. Rents promise to continue to rise 
through the year. The price of fuel and 
electricity is unlikely to change much. 

All in all, living costs are expected to 
be stable in 1950. 

Employment is expected to average 
higher in 1950 by a million. Total em- 
ployment, civilian and military, is esti- 
mated at 61.2 million for the year, com- 
pared to this year’s 60.1 million. Around 
59.8 million people wiil have jobs in ci- 
vilian activities. The increase in jobs will 
come largely from factories, where pro- 
duction is expected to step up. Factory 
workers also are expected to earn slightly 
more an hour in the year ahead—$1.42 
against this year’s $1.40. 

The labor force is to increase by 
about 900,000 for the year. That indi- 
cates only a slight decrease in the num- 
ber of unemployed. Unemployed in 1949 
averaged 3.4 million. The average for 
1950 is likely to be around 3.3 million. 

Part of the increase in the labor force 
will be veterans leaving school. Most of 
that influx will come in June, at the end 
of the current school year, at a time 
when prospects now point to an upturn 
in factory activity. Unemployment dur- 
ing the first half of the year is likely to 
average 3.8 million and to fall below 3 
million during the second half. 

Corporate profits probably will in- 
crease slightly during the year. Prices 
will be slightly lower, but business vol- 
ume is expected to be higher. Corpora- 





WI fi CANE 


* 





TAKING INVENTORY 
... time to replenish stocks 


tions also can expect to avoid the inven- 
tory losses they took in 1949 when prices 
of farm products and most raw materials 
declined. 

The profit outlook suggests total prof- 
its, before taxes, of 28.7 billion dollars 
in 1950, compared with 1949 profits of 
27.1 billion. That still will be substantially 
below 1948 profits of 34.8 billion before 
taxes, but inventory gains accounted for 
a good portion of reported 1948 profits. 

Dividend payments are likely to be 
moderately higher in 1950 than in 1949. 

Common-stock prices are likely to 
move higher in 1950. Profits are not like- 
ly to show startling gains, but investors 
now appear to be placing a higher value 
on dividends. The yield from common 
stocks is high in relation to current 
prices, and the spread between dividend 
yields and interest rates is wide. 

Stability in business activity, in em- 
ployment and in prices is likely to pro- 
vide the dominant note for 1950, unless 
something unforeseen happens in world 
affairs. There are almost no signs of any 
sharp price increases ahead and few 
signs of a sharp price break. Foreign 
trade, still bolstered by U.S. Govern- 
ment aid, is likely to continue near cur- 
rent levels, with an export surplus down 
a bit from the 6 billion dollars of 1949. 
Stable labor relations have a better pros- 
pect for 1950 than they had for 1949, 
and the outlook for stable consumer 
prices is likely to temper union demands 
for higher wages. 

The outlook, in brief, is for a leveling 
off of business activity on a relatively 
high plateau, with business more active 
than in 1949, incomes and profits up 
moderately, a record number of people 
in civilian jobs, and living standards in a 
moderate rise. 
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DOLLAR TO BUY BIT MORE IN 1950 


Living Costs Are Dropping for Consumers 


The family’s dollar will buy a 
bit more in 1950. By year’s end 
it might be worth as much as 
60 cents, by prewar standards. 

Food costs a little less than last 
year. So do household goods, 
most clothing. Rents, heat, elec- 
tricity tend to cost more. 

Balanced out, day-to-day liv- 
ing will cost about the same as in 
1949. But dollars spent for other 
things will go further. 


How well you will live in the year 
ahead is to depend, in large measure, 
on the shifting value of the U. S. dol- 
lar. Indications are strong that the 
dollars you earn in 1950 will go as far 
as dollars of the year just past, or a 
little further. 

Value of the dollar in the individual's 
pay envelope now, at the start of 1950, 
is 59 cents. That’s in terms of living-cost 
items the dollar will buy today compared 
with what it could buy in 1935-39. That 
dollar a year ago, on the same basis, was 
worth only 57 cents. The prospects are 
that the dollar will become a 60-cent 
dollar before the end of 1950: 

To show, in practical terms, just what 
is likely to happen to the value 
of your dollars during 1950. 

Food dollars, accounting for the 
biggest share of the family budget, 
are to buy more in 1950 than in 
1949. The food dollar’s value, down 
to only 46 cents a year ago com- 
pared with prewar levels, has aver- 
aged about 49 cents in the year 
just past. With food supplies larger, 
it is likely to average about 51 
cents in 1950. Further increases in 
the value of the food dollar are 
to be checked, however, by Gov- 
emment price controls on farm 
products, 

Dollars earmarked for clothing 
and housefurnishings, too, will go 
further in the year ahead. Cloth- 
ing costs, at the start of the year, 
are lower than at any time since 
1947. Yet, further big price cuts 
often are to be limited or pre- 
vented by inelastic wage rates and 
by price supports on some raw 
materials. 
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Some other dollars in the family budg- 
et, at the same time, will decline in 
value. Rent money will not go as far, 
with the rent dollar expected to drop 
from 83 cents on its prewar base to about 
80 cents in the year ahead. Utility costs 
are gradually increasing, so that dollars 
spent on fuel oil, coal, electricity and 
ice often will not buy quite as much 
in 1950 as in 1949. Other, smaller 
items in the cost of living may edge 
upward, too, cutting the value of dol- 
lars earmarked for the rest of the house- 
wife’s budget. 

Dollars spent on living costs, as a re- 
sult, are to average out during the year 
to about the same value they have held 
in recent months of 1949, At the same 
time, dollars spent on some other things 
are to go further. A new car, for example, 
can be had in some cases for less in 1950 
than in 1949. A new house usually will 
cost little or no more to build. Dollars 
spent on television sets or major house- 
hold appliances probably will go further 
as supplies of those goods increase. Few- 
er dollars will be needed for a good vaca- 
tion, with hotel and resort rates being 
cut. Gasoline prices are expected to de- 
cline, thus stretching the motorist’s trans- 
portation dollar. 

That’s the outlook from the viewpoint 
of the individual. It means that people 
on fixed salaries will find their dollars 
buying just as much, or a little more, 
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CUSTOMER’S DOLLAR 
... its value is edging upward 


than they have been buying. Those liv- 
ing on annuities or bond interest are to 
find the same thing. With the wage trend 
upward, workers who get raises will find 
their additional dollars adding to their 
buying power, not merely compensating 
for a rising dollar cost of living as in pre- 
vious years. Only those whose dollar in- 
comes are cut below 1949 levels through 
unemployment, sickness or smaller prof- 
its are to find their living standards re- 
duced in 1950. 

Business dollars, meanwhile, probably 
will follow the same trend toward sta- 
bilized values. Dollars spent by a firm 
for steel, lumber, some other raw ma- 
terials are to be worth less. But the labor 
dollar often is to buy more production as 
efficiency in use of labor and machinery 
increases further. And with competition 
becoming more intense among suppliers, 
no major increase in other costs is in 
sight. Value of the businessman’s dollar, 
as a result, is likely to level out, or in- 
crease somewhat, for the first time since 
war's end. 

Behind that outlook, there is this sit- 
uation: 

Dollar incomes are to stay high, even 
rise somewhat from present levels in the 
year ahead. (See page 42.) The supply 
of money, already vast by prewar stand- 
ards, also is rising. That money supply 
is above 168 billion dollars in currency 
outside of banks and in bank accounts 
owned by individuals and by busi- 
ness. It amounts to approximate- 
ly 2% times the dollar supply of 
1941, has risen by about 3 billion 
dollars since early 1949. The grad- 
ual increase is to continue through 
1950. : 

At the same time, there will be 
more goods and services available 
for which dollars can be spent— 
more food, more new automobiles, 
more clothing, more houses, more 
production of things most peo- 
ple want to buy. And the post- 
war sellers’ market, where any- 
thing could be sold at any price, 
now is gone. The result is that 
the dollar probably will not change 
much in its buying power, prob- 
ably will buy a little more rather 
than a little less. 

For most people, thus, the out- 
look for 1950 is for a gradual in- 
crease in living standards as the 
value of their dollars edges up- 
ward in the year ahead. 
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NEW LAWS: NOT MANY IN SIGHT 


Legislators Will Reject Many Truman Bills 


Problems at home occupy the 
new session of Congress. Taxes, 
Social Security, farm troubles, 
politics are just a few. 

The prospect: more and bigger 
old-age pensions; less money for 
people overseas; more for U. S. 
farmers; some tax changes. Total 
spending, off a little, is to re- 
main high. 

Congress isn’t likely to go all 
the way with the Truman pro- 
gram. Much of it will be passed 
over to the 1950 campaign. 


Life is to be a little different in the 
future because of things Congress will 
do in the session just starting. 

Before many months there will be 
larger old-age pensions. Millions not now 
entitled to pensions will become entitled 
to them. Persons totally and permanently 
disabled are to get the future right to pen- 
sions where covered by Social Security 
(see page 20). Everybody will be relieved 
of paying some excise taxes. 

There probably will be an extension of 
the draft law in limited form. People 
abroad will find it harder to get dollars 
from the U.S. Treasury. Mortgage money 
is to be made easier to get for some groups 
wanting to build houses. 

The Congress now back at work, how- 
ever, is likely to become known more for 
the things that it does not do than for 
the things it does do. This Congress is the 
one elected in November, 1948. In it, 
Democratic members have a margin of 92 
over Republicans in the House and of 12 
n the Senate. Both houses, while nominal- 
ly Democratic, are dominated on tax and 
labor issues by a coalition of Republicans 
and of conservative Democrats largely 
from the South. This coalition is a barrier 
in the way of enactment of many pro- 
grams that the White House favors. 

In theory, Congress, under its conserva- 
tive control, would like to make deep cuts 
in Government spending. It wants to cut 
billions from a budget that is projected at 
43.5 billion dollars for this present year 
ending June 30. In practice, though, Con- 
gress finds it very difficult to make large 
cuts. So many groups with so much influ- 
ence want sc many things from Govern- 
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ment. Veterans and old people, generals 
and admirals, farmers and foreign coun- 
tries and Western States with water prob- 
lems—all these need so much that the 
billions voted by Congress tend to pile up. 

Spending is to hold high by any but 
very recent standards, although it is to 
be reduced moderately from the level of 
the present fiscal vear. 

Aid abroad for civilian use almost 
surely is to be reduced. A cut of 1 billion 
dollars in Marshall Plan funds probably 
is the least to expect. Funds for Germany, 
Japan and other occupied areas or areas 
in which the military has control are likely 
to be reduced by 500 millions or more. 

Military aid abroad, however, will 
rise by at least 900 millions. In the case 
of many items, money already appropri- 
ated will not be spent until the year be- 
ginning July 1. 

Farm aid is likely to continue as at 
present, with prices to be supported. The 
Brannan plan, which would let prices fall 
and bulwark farmer income with Treasury 





What Congress Probably Will Do: 


checks, is not to be enacted in 1950. More 
money almost surely will be provided for 
use by the Commodity Credit Corp. in 
making loans to support prices. 

Public works are in line for funds at 
least as large as now, to carry out projects 
already authorized. Public housing is to 
get more money. There will be more for 
irrigation and reclamation, large amounts 
for public power. Congress will not ap- 
prove TVA’s for the Columbia, the Mis- 
souri or the St. Lawrence rivers, however. 

Aid to education, which passed the 
Senate last year and ran aground in the 
House, c nnot get through unless some 
new compromise is worked out. 

RFC is to continue as the main lending 
agency, but any request for increased 
authority may not be granted. 

Mortgage-guarantee terms will be 
made more liberal in some cases, but will 
be tightened in others. The aim will be to 
enconrage building of more three and 
four-bedroom dwellings, where emphasis 
now is on two-bedroom dwellings. 








Cut some excise taxes 


Increase some postal rates 





Reduce dollars for aid to nations abroad 
Give more money for arms aid to Western Europe 
Ease some mortgage-guarantee terms, tighten others 


Provide more funds for RFC to lend to business 


Extend draft law subject to firm restraint on use 
Keep rent control, but on a more restricted basis 


Vote more money for public housing, public works 










og 
Increase pensions, broaden coverage under old-age insurance 
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Total spending, when Congress gets 
through, probably will be scheduled at 
between 40 and 42 billion dollars for the 
year to start July 1. This will be the first 
test of a new method of appropriation 
handling, in which all 12 big money bills 
will be voted upon by Congress in one 
package. The new method was intended 
to bring over-all cuts, but the cuts are 
likely to be moderate at best. 

Social Security faces a mixed future, 
but with the trend toward expansion. 

Old-age insurance will be broadened 
in coverage and will have benefits in- 
creased sharply. The pay-roll tax to help 
pay the cost of pensions is scheduled to 
cover the first $3,600 of income, instead 
of the first $3,000, as at present. This tax, 
which rose January 1 to 1.5 per cent each 
on employer and worker, would rise 
further in 1952 to 2 per cent each. 

Temporary disability is not to be cov- 
ered by insurance at this time. 

Health insurance admittedly stands 
no chance for final approval in 1950. 
Some form of aid to States to help finance 
a program of medical care eventually is 
to be expected, but formal action is not 
now in sight. 

Old-age pensions for veterans on a 
special basis to supplement other pen- 
sions probably will not be approved in 
the new session of Congress. 


Unemployment insurance will not be 
nationalized. Odds are, too, that Congress 
will not act in 1950 to force States to in- 
crease unemployment benefits. 

Labor expects little direct action to be 
takeri by Congress in 1950 to give it more 
power. 

Taft-Hartley Act, both sides agree, is 
not to be altered or repealed in the new 
year: Employers want to keep the Act. 
Labor leaders are willing to have it stay on 
the books as an issue in the 1950 
campaign. 

A Fair Employment Practice Act using 
federal authority to resist discrimination 
in the hiring of workers on the basis of 
race or color will be argued about, but 
not approved. Again the issue being raised 
is for political purposes in the autumn 
campaigns. 

Minimum wage, maximum hours, 
revised somewhat in the 1949 session of 
Congress, are not to be changed again in 
1950. 

Federal taxes will be revised, but 
probably not increased in total during the 
year ahead. 

Excise taxes are to be reduced. The 
reductions probably will be selective and 
sharply limited. Cosmetics, theater tickets, 
train tickets, luggage, jewelry, furs, light 
bulbs and telephone calls are almost sure- 
ly to be taxed less. 
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Increase taxes on incomes or on estates 

Start health insurance, temporary-disability insurance 
Approve federal aid to education 

Amend or repeal Taft-Hartley Act 

Provide special old-age pensions for war veterans 
Accept Brannan plan for farm aid 

Enact a Fair Employment Practice Act 

Join a proposed International Trade Organization 


Set up a Columbia River Authority or start St.Lawrence Waterway 
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® 1950. By U.S. News Pub. Corp. 


Corporation taxes are not likely to be 
raised, but payments may be required on 
a more nearly current basis, as a way of 
temporarily reducing the Treasury deficit. 
Under the present system, a corporation’s 
tax for a given year is payable, one fourth 
at a time, in March, June, September and 
December of the following year. But, 
under the plan proposed, half of the tax 
would be due in March and the other haif 
in June. 

Thus, during the year to end June 30, 
1951, a corporation actually would be 
paying 18 months’ taxes in 12 months’ 
time. The effect would be to increase 
revenues in the 1951 fiscal year by about 
4.4 billion dollars and erase most of the 
prospective deficit for that one period. In 
years after that, the effect would be to 
center revenue in the first half of the 
calendar year, but not to increase or de- 
crease total revenue. 

What Congress wants to do, in an elec- 
tion year, is to reduce taxes and at the 
same time show a balanced budget. Such 
a feat, if performed, will involve some 
fancy footwork. 

Business regulation will tend to be 
less strict, insofar as any changes are made 
by Congress. 

Rent control, if extended beyond June 
30, will be weakened further. 

Basing-point prices may be legalized 
in steel, cement and other industries, if 
a bill that reached the conference-commit- 
tee stage last year is finally approved. 
This issue, however, still is far from being 
threshed out. 

Corporation mergers probably will 
not be restricted further by Congress in 
1950. An antimerger bill was put through 
the House last year, but final enactment is 
uncertain, with odds somewhat against it. 

Oleomargarine-tax repeal, already 
passed by the House, is to be the first 
order of business on the Senate floor. 
There is a chance of passage, but only 
with amendments and after a filibuster. 

Some postal rates probably will be 
increased. The old penny postal card may 
be replaced by one costing two cents. 
Parce]-post rates might go up, and a small 
increase in postal rates on newspapers 
and magazines might be voted. First-class 
rates are to remain unchanged. 

U. $. membership in the proposed In- 
ternational Trade Organization is likely to 
be turned down. 

Draft extension on a stand-by basis 
will be asked by the Administration. It 
probably will be enacted, but only with 
some check on future use. 

On the whole, barring some new 
emergency abroad, Congress is expected 
to show more concern over domestic prob- 
lems and less over foreign problems than 
at any previous time since the war. 
Welfare of the individual voter is to be 
the main concern. 
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m ED INK IS TO BE SPLASHED heavily on the Federal 
Government's budget for the year that ends next 
ine 30. Red will show again on the books for the 
r that begins July 1, 1950, as those books are set 
up now. 

Black ink has appeared on the Government books 
at year’s end only twice in the last 20 years. The 
books were approximately in balance for the year 
that ended June 30, 1947, and they showed a large 
surplus for the year that ended June 30, 1948. Taxes 
after that were reduced substantially. 

The Pictogram shows the budget fluctuations 
from the red ink of New Deal years through the 
heavy red of war years to a return to black in two 
postwar years and a shift back to red in the “Fair 
Deal” period. Before the war, deficits ranged from 
2.7 billion dollars for the year ended June 30, 1932, 
to 3.9 billions for the year ended June 30, 1939. 
About the same deficit was recorded for the year 
ended June 30, 1940, before defense preparations 
and war began to take effect. 

War, of course, brought staggering deficits. For 
three successive years red ink ran above 50 billion 
dollars. After the war, with wartime taxes feeding 
on a boom, Government revenues shot up. Expenses 











JANUARY 6, 1950 





SOUTCET BUEN RULER TNT TON TO ST MOTTA TTT 


also were cut. The result was a thumping surplus 
of 8.4 billions for the year ended June 30, 1948. 

Then came foreign aid, the “eold war” and the 
“Fair Deal.” At the same time, income taxes were 
cut. The Government went back to red ink in a 
hurry. In the current year, red ink will mark a 
deficit of 5.5 billions. In the next year, a deficit of 
4.7 billions is indicated. These deficits are com- 
ing despite the fact that taxpayers are pouring 
more than eight times as much into the Treasury 
as before the war. The Treasury is paying out 
more than four times as much as in the biggest 
New Deal year. 

The debt shows the effects of red-ink years. Back 
in 1930, the Government debt was 16 billion dollars. 
New Deal deficits ran it up to 40 billions. War 
spending shot it to nearly 278 billions at the peak. 
In early postwar years, the Treasury managed to cut 
the debt to about 250 billion, but now it has started 
to climb again. Next June 30 a debt of 258 billion 
is likely. A year later the debt probably will reach 
263 billion dollars. 

The American people today pay more interest on 
the public debt than they paid to run the entire 
Government in 1932. 
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Pensions for Nearly Everyone? 
Plan Would Also Increase Monthly Benefits 


Bigger federal pensions for 
more people are a 1950 goal of 
the Truman Administration. If 
Congress goes along: 

Housemaids get Social Secur- 
ity. So do policemen, merchants, 
nearly everybody except farmers 
and professional people. 

To pay bigger pensions, the 
maximum tax per person goes up 
from $30 to $45 a year in 1950. 
It will reach $72 in 1951. 


At least some of the hazards of old 
age will be removed for most people 
before the end of this year. Already 
large numbers of people are covered 
by one or another pension plan. In 
months ahead, other groups will be 
added by act of Congress. 

The idea of Government pensions in 
private industry, with workers sharing 
the cost and receiving benefits as a mat- 
ter of right, was translated into law only 
14 years ago. Over the years, that idea 
has flowered until 39.8 million wage and 
salary earners, and many of their de- 





pendents, are covered by Government 
insurance. 

These millions of workers entitled to 
U.S. pensions account for 7 out of 10 
persons in trade and industry, all federal 
civil servants, railroad employes, the 
armed forces. Widows of workers covered 
by U.S. old-age insurance also get pen- 
sions at the age of 65. 

Another 10.7 million people are to 
join the Social Security system under 
plans already approved by the House 
and assured of Senate approval in 1950. 
Higher benefits are in prospect, too. A 
married man averaging $3,000 a year in 
25 years of covered employment is to be 
guaranteed $110 a month on retirement, 
where he now is offered $75, once the 
changes are finally passed by Congress 
and approved by the President. 

The table on page 21 shows who will 
share in the old-age insurance system in 
the future and who will be left out— 
unless Congress changes its mind. 

Already covered are 39.8 million 
rank-and-file wage earners. They will 
get new benefits while keeping all rights 
built up in the past. Workers who are 
totally and permanently disabled, for 
example, are due to get pensions for life 
under the plan scheduled for approval. 
People already retired are to get an 
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THE PENSION CHECK ARRIVES 
Social Security soon may cover 50 million workers 
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average 70 per cent increase in retire- 
ment benefits. 

To be covered in 1950, if Congress 
acts in time, are 10.7 million people, 
They will get a late start in accumulat. 
ing insurance and pension credits. How- 
ever, special rules will help those near 
65 to qualify for full rights with as little 
as five years of work under the plan. 

Self-employed businessmen comprise 
the largest of the new groups in line 
for coverage. Social Security accounts 
will be opened for an estimated 1.7 mil- 
lion storekeepers and proprietors of res- 
taurants and filling stations; 1.2 million 
wholesalers, agents and brokers, small- 
scale manufacturers, independent taxi- 
cab owners, proprietors of real estate and 
insurance enterprises; 1 million owners of 
hotels, boardinghouses, garages, laun- 
dries, barbershops, amusement places; 
600,000 plumbing, painting, electrical 
and building contractors. 

Policemen, firemen, teachers and other 
employes of cities and States are to join 
the federal plan where they vote to do so. 
Nurses, college professors, others work- 
ing for nonprofit institutions are to be 
covered by old-age insurance on a com- 
pulsory basis. Domestic servants, food- 
processing workers, salesmen and federal 
employes not under Civil Service also are 
to be added to the Social Security benefit 
and tax rolls. 

Left outside the federal pension pro- 
gram, at least for the time being, are to 
be farmers, professional people. persons 
making less than $400 in their own busi- 
nesses, and part-time domestic servants. 

They will number 10.2 million, repre- 
senting less than one sixth of the total 
working force in the U.S. Farmers and 
their helpers make up 7.8 million, or 
three fourths of the group. Congress will 
bring the farmers into Social Security 
any time they want to join. 

Spokesmen for some professional asso- 
ciations have opposed Social Security 
coverage for their members at this time. 
Later, doctors, lawyers and others may 
want to participate, especially if they 
become convinced they are paying for 
Social Security anyway, through higher 
general taxes, and may as well get the 
benefits. 

By contrast, the 1.9 million part-time 
domestic servants and persons with low 
incomes from their own businesses may 
never be fitted into the general contribu- 
tory social-insurance plan. They may al- 
ways be cared for, in old age and illness, 
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with free public aid. More than 2.8 mil- 
jion of the indigent aged are drawing 
federal-State monthly pensions now. 

Bringing millions of peop]« into Social 
Security is only one of the changes that 
Congress plans. Higher taxes are sched- 
uled for everybody who is insured and 
for everyone who hires an insured worker. 
Businessmen, and housewives who em- 
ploy maids, will have to file new tax re- 
tums. Benefit rights are to be different. 

To show what changes mean to indi- 
viduals: 

Workers in the system will go on 
paying pay-roll taxes as before, but the 
rates will rise. The highest tax has been 
$30 a year—1 per cent of $3,000 in wages. 
The tax ceiling now has risen to $45—1% 
per cent of $3,000. In 1951, under the 
proposed law, the top tax will rise to 
$72 a year—2 per cent of $3,600. Em- 
ployers will continue to match the taxes 
paid by workers. Tax rates are not 
scheduled to rise again until 1960. 

Business operators and other self-em- 
ployed people will pay Social Security 
taxes for the first time in March, 1951, if 
present plans are adopted. The tax will 
apply to the first $3,600 of net income 
received in 1950. The rate is set at 2% 
per cent, or $81 at the most. The rate 
will rise to 3 per cent of net income 
earned in 1951 and later years. 

The self-employment tax is to be fig- 
ured and paid along with the income tax. 
Details remain to be determined, but a 
special one-page return, reporting the 
Social Security tax, is probable. Other 
officials want instead to add a few lines 
to the present income tax Form 1040 for 
the self-employed. 

Housewives are scheduled to be- 
come tax collectors as well as Social 
Security taxpayers under the pending 
plan. If the new law applies in the last 
half of 1950, the housewife will deduct 
1% per cent of the maid’s wages for So- 
cial Security and add another 1% per cent 
as her own contribution. At $30 a week, 
that will mean $11.70 each, from the 
maid and her employer for the half 
year. Next year, when the rate jumps 
to 2 per cent, housewife and maid each 
will pay $31.20. 

The tax-collection plan now favored 
will require the housewife to buy Social 
Security tax stamps at the post office 
and, as wages are paid, paste them in a 
Social Security book issued to the maid. 
The housewife will be responsible for 
pasting both her own and the maid’s 
stamps in the book. 

An alternate suggestion is to require 
four special tax returns a year from the 
housewife. These would show wages paid 
to servants and would include payment 
of the taxes due in each quarter. 

The tax will apply only to cash wages. 
Value of meals, or of a room supplied to 








JANUARY 6, 1950 


FEDERAL PENSIONS: 
Who Will Get Them—Who Will Be Left Out 


THOSE NOW 
COVERED 


35,000,000 
1,700,000 
1,600,000 
1,500,000 


in industry and trade 
federal civil servants 
railroad workers 

in armed forces 





PROPOSED 
TO BE ADDED 


| 39,800,000 


4,500,000 
3,800,000 
950,000 
600,000 
200,000 
100,000 
500,000 


total 


self-employed 

State and city employes 
domestic servants 

in nonprofit institutions 
food-processing workers 
federal employes 
salesmen, etc. 





TO BE LEFT 
UNCOVERED 


| 10,650,000 


4,700,000 
1,600,000 
1,500,000 
1,100,000 


750,000 
500,000 


total ’ 


farm operators 
farm-family workers 
farm laborers 


self-employed, earnings 
below $400 a year net 


part-time domestics 


nonsalaried doctors, 
dentists, lawyers and 
engineers; clergymen 
and others 








a servant, is not to be counted as wages. 
People not regularly employed, such as 
cleaning women, will not be covered 
by Social Security. 

Other people who are to enter the So- 
cial Security system, such as teachers 
or cannery workers, will pay Social Se- 
curity taxes just as other covered wage 
and salary earners. Their tax will be de- 
ducted from their pay checks, and em- 
ployers will remit just as other employers 
now pay the pay-roll tax. 

Benefits are to be considerably higher 
under the proposed program. For exam- 
ple, a man who has been earning $3,000 a 
year since 1937 could retire this year on 
a pension of about $102 a month, pro- 
vided both he and his wife are 65 or 
older. Under present law, the pension 
offers only $66 a month. 


| 10,150,000 


total 


Retired workers also will be allowed to 
earn as much as $50 a month in addition 
to their pensions, without losing any bene- 
fits. At present, pension reductions are 
made when retired persons earn more 
than $14.99 a month. People who draw 
pensions also are allowed any amount of 
outside income from investments. 

Benefits are exactly the same for all 
covered persons—people on pay rolls, 
self-employed and household servants. 
A businessman who earns less than $400 
in any year will be exempt from the tax 
for that year, but he will not build up any 
insurance credits for that year either. 

Prospect is that this pla will be 
enacted into law within the next few 
months. Any changes will be aimed at 
expanding Social Security rather than 
limiting it. 
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WAR NOW SEEMS REMOTE 


Worries Are Largely Domestic Everywhere 


War fears, war talk are dying 
out in much of the world. People 
find there are other things to 
worry about in 1950. 

Election day, showdown for 
Socialists, is the big topic in Brit- 
ain. In Italy it is job hunting. In 
France it is money. 

In most countries people are 
looking ahead to the best year 
since World War Il. A new war, 
real shooting, seems far away. 


LONDON 

Election fever is taking over in Brit- 
ain. In the pubs, men are talking about 
what Socialism has and has not accom- 
plished during its first five years in of- 
fice. In the markets, housewives trying 
to fill their shopping bags in the midst 
of the Labor Government’s “austerity” 
program are talking about what they 
plan to do with their votes. 

The ordinary people of Britain know 
that there will be elections as required 
by law sometime before the end of July. 
Odds in the betting favor a new vic- 
tory for Prime Minister Clement Att- 
lee’s Labor Government, but there’s 


a feeling that Conservative leader Win- 








CLEMENT ATTLEE SPEAKS FOR LABOR 


ston Churchill will have more followers 
in the new Parliament than he has now. 
If that happens, it may bring a slow- 
down in socializing Britain. Steel, pos- 
sibly insurance would be _ nationalized. 
But other industries under private own- 
ership would feel more secure if the 
Labor Party should lose some of its 
big majority in Parliament. 

In any case, there’s not much talk 
about war here. There’s a growing im- 
pression that Soviet Russia has too many 
troubles of her own at home and in East- 
ern Europe to risk a war, a strong feel- 
ing that both the U.S. and Russia would 
go far to avoid a fight. 

Britain’s need for dollars is a problem 
far over the heads of most people. But 
they know that something more must 
be done in the year ahead to safeguard 
what dollars this country has left and to 
get more. Gloomily, they expect more 
controls, not fewer. And most Britons, if 
asked, will say that they expect another 
financial crisis here too, a crisis that may 
be accompanied by strikes and labor 
troubles. They are confident the Ameri- 
cans “won’t let us down,” but they'd much 
rather talk about the elections. 


BONN 

There’s a spring in the step of a lot 
of Germans in this city today that wor- 
ries some Americans and encourages 
others. The fact is that the German peo- 


# 
-—Keystone 





WINSTON CHURCHILL GREETS CONSERVATIVES 


ple, the people of West Germany, are a 
lot more confident of their future and 
show it. They get the impression that 
the period of punishment is over for thera 
and that even the period of control by 
their conquerors is coming to an end. 

Here in Bonn, capital of the new West 
German Government, Germans are get» 
ting more authority to govern themselves 
than they have had at any time since 
Adolf Hitler began his rise to power, 
West Germany’s democratic leaders in- 
spire none of the adulation that West 
Germans gave to Hitler. But, thanks to 
U.S., British and French concessions to 
the Bonn Government, they are winning 
much respect from their fellow Germans. 

Germans on the whole are recovering 
a lot of their prewar vigor. German in- 
dustry in the Ruhr and elsewhere is mak- 
ing a comeback; the German diet is no 
worse than that of most Europeans and 
a lot better than many. Most of this 
progress is due to the expenditure of bil- 
lions of the U.S. taxpayers’ dollars in 
Germany since the war. Sooner or later, 
the Germans know, this aid will come 
to an end, but in the meantime they are 
out to make the most of it. 

Issues that may bring a future war 
are very much alive in Germany today. 
Germans want unity; Russia alone is in 
a position to force Poland to give up 
the part of “old Germany” that now is 
a part of Poland. In addition, Russia 
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Election fever is taking over in Britain 
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wants a share of the Ruhr. But Germans 
today are not talking about war. 

There are Germans whom American 
officials call the “good element” who ap- 
pear to be quite content with the prom- 
ise that a democratic Germany will share 
the benefits to be obtained as a partner 
in Western Europe. There are other Ger- 
mans, the ex-Nazis and extreme nation- 
alists, who worry Westerners. They may 
give trouble once again if this country’s 
export drive bogs down, if there is much 
unemployment and if American aid is 
curtailed sharply. 


PARIS 


The French Government, as usual, is 
in financial difficulties. Taxes are going 
to be higher this year, and no French- 
man likes that prospect. The Government 
has been going to the Bank of France 
and its printing presses to get the money 
to pay its bills. Sooner or later the French 
taxpayer must be squeezed tighter to 
keep the franc steady if more inflation 
is to be avoided. Outlook for 1950, as in 
past years, is for a shaky Government 
with Gen. Charles de Gaulle, as ever, 
in the offing ready to step in with a 
stronger, less democratic government. 
What worries the politicians, however, 
doesn’t appear to worry the average 
Frenchman. He knows that there may be 
new elections in France this vear if an- 
other Government is knocked down, but 
he doubts that his vote will enable either 
the Communists on the extreme left or 
General de Gaulle on the extreme right 
to take office. He is inclined to be bored 
by politics; more interested, instead, in 
the quality of his wine, the latest jokes 
from the music halls and the latest scan- 
dal in the village. Farmers are prosper- 
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FRANCE IS PROUD OF HER NEW ARMY 
. .. war looks far away 





ous and expect the Government to keep 
food prices high. Factory workers have 
plenty of jobs and expect the Govern- 
ment to boost their pay. 

War looks far away 
Frenchman. He is inclined to believe 
French Communists who tell him that 
Russia does not want war, but he is 
proud of the new Army France is build- 
ing in the event that war does come. 
France’s own war in Indo-China, where 
180,000 troops of the French Army are 
fighting Viet Nam nationalists led by 
natives trained in Moscow, is not pop- 
ular. Some Frenchmen in the Paris cafes 
talk about the danger of a reviving Ger- 
many, but most appear confident that 
the Americans, who are paying Ger- 
many’s bills and helping France too, will 
not permit Germany to become more 
powerful than France, 


to the average 


MADRID 

Spaniards are waiting to see whether 
“Paco” can make it after all. “Paco” is 
the nickname for Generalissimo Fran- 
cisco Franco, the dictator of Spain since 
his side won the civil war in 1939. Fran- 
co’s Government, through a censored 
press and radio, is telling the Spanish 
people that the United States needs 
Franco Spain as an ally against Russia 
and will therefore soon rescue the Gov- 
ernment from the danger of economic 
collapse with a loan of American dollars. 
Prices are high in Spain and wages 
are low. There is much unemployment 
and much suffering among the poor, so 
much that the bank clerks in this city 
of Madrid, normally not a noisy group, 
recently demonstrated in the _ streets 
against high prices. But Spaniards have 
watched their Government play host to 








—Acme photos 


ITALY 1S WORRIED ABOUT HER UNEMPLOYED 


... too many people 


a number of U.S. Congressmen, almost 
all of whom suggested that Spain ought 
to get help from the U.S. So the Span- 
iards are waiting to see if it’s true. 


ROME 

Too many people are competing in 
this country for a limited number of 
jobs. There was a time when the Italian 
Government hoped to be able to export 
most of its 2 million unemployed to coun- 
tries short of labor like France or some 
countries in Latin America. That’s no 
longer even a hope because France and 
other countries are beginning to wonder 
how long they can maintain full employ- 
ment; how long there will be a market 
for their wares abroad, So Italians here 
are looking around at home for the 
means to earn a living. 

Peasants in Southern Italy are giving 
Romans a lot to worry about with an in- 
dication of what the Government can 
expect if things get tougher in Italy. 
They marched out and seized the land 
owned by rich Italians who, so far, have 
managed to slow down the Government’s 
elaborate plans for land reform. But the 
Government here knows that even if all 
the land in Italy were handed over to the 
people who farm it theré wouldn’t be 
enough to go around. It’s the same way 
with jobs in industry; at present there 
aren't enough jobs to go around. 

On paper, Italy is well off. Italian in- 
dustry has sold so much to the rest of 
Europe that Italy actually has a credit 
balance with most European countries. 
A nest egg of dollars, some of them 
earned and some of them gifts from the 
U.S., keeps Italy’s currency reasonably 
sound at this point. What worries Ital- 
ians, looking ahead into 1950, is how 
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GREECE REBUILDS ROADS AND HIGHWAYS 
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—Dept. of State 


After a decade, the prospect of recovery 


they can keep going indefinitely with 
too many people for too few jobs, too 
little land. 


ATHENS 
For the Greeks, 1950 shows promise 
of being the best year this poor coun- 
try has known since the Greek Army 10 
years ago almost chased the Italians out 
of Albania, only to be overwhelmed by 
the Germans. Thanks to U.S. military 
aid, the Greek Army has smashed the 
main Communist-led guerrillas in the 
country. As a result of Dictator Tito’s 
quarrel with Stalin, Yugoslavia is giving 
no more help to Greek Communists who 
side with Moscow, not with Belgrade. 





CHINESE STUDENTS SING ‘LIBERATION’ SONGS 


All of this, for the Greeks, is good 
news. Farmers are going back to fields in 
Macedonia which could not be tilled dur- 
ing civil war. Food is more plentiful and 
cheaper here in Athens. More U.S. aid is 
going into such things as road building 
and other constructive projects, less is 
wasted in war. Much remains to be done 
before achieving anything like prosperity, 
but the outlook, now, is good. 


JERUSALEM 

Israel, created a free and independent 
country by a people who fought and won 
against the united armies of seven Arab 
countries, now is out to make Jerusalem 
its capital in defiance of the orders of 


-Acme 


After war, the prospect of peace 
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the United Nations. The U.N. Assem. 
bly decided that Jerusalem is to be ay 
international city, but the Israeli Goy. 
ernment has hoisted its blue-and-white 
flag over the Eden Hotel in this city ang 
has declared it to be the Israeli capital, 

Arab legionnaires of Hashemite Jordan 
are patrolling the old walled city of Jery. 
salem just two blocks from Israel’s new 
Government headquarters. There is 
chance that there will be more fighting 
between Jew and Arab before the fate 
of Jerusalem is decided. But Israel, de- 
pendent for its economic future on gifts 
and loans from Americans, is likely to 
talk before it fights for Jerusalem at this 
state, The country’s people want peace 
for the next five years in order to tun 
their homeland into a busy industrial 
center for the whole of the Middle East. 


HONG KONG 
The big story in China, for the 450 
million Chinese on the mainland beyond 
this island outpost of Britain’s empire, 
is peace. For the first time in many 
years, China is looking forward to a 
year without war—under a Communist 
Government that is in undisputed con- 
trol of the greater part of China and ex- 
pects to control all China, including the 
island of Formosa, within six months. 
Many Chinese may not like the Com- 
munists, but they do like peace. Obedi- 
ently, they are learning new songs, new 
rules, new methods of doing business. 
There is little talk of war in China now, 
but much talk of whether the new Gov- 
ernment will be able to feed its people 
and provide shelter and jobs for them. 
If it does, China is likely to remain 
Communist for many years to come. 


TOKYO 

Japanese businessmen are enjoying a 
minor boom in production and trade. 
Industrial output already is exceeding 
levels of 1932-36. Overseas sales also are 
booming, although Japan still cannot eam 
enough to buy all her raw materials and 
still feed its 82 million people. U.S. must 
still play Santa Claus to its defeated 
enemy, which has soaked up 1.3 billion 
dollars in American aid since V-J Day. but 
the Japanese here are looking ahead toa 
comeback as a nation, 

People in Japan, on the whole, are 
well aware that their relative prosperity 
is due to American help. In line with 
the U.S. plan to make the Japanese Gov- 
ernment stand on its own feet, U.S. 
military government is getting out of 
Japanese affairs at the local level and 
giving Japanese officials more power in 
national affairs. For the average Japa- 
nese of this city, however, the danger is 
that Japan’s own politicians may scuttle 
some of the reforms forced on Japan by 
U.S. military government. 
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Trouble Brewing in Far East 


Reported from WASHINGTON, TOKYO and LONDON 


Asia is replacing Europe as the 
hot front in the ‘‘cold war.’ Com- 
munists, spreading out, are rais- 
ing new worries for U. S. 

U. S. Pacific Fleet is to be built 
up. Cash aid is going to friendly 
forces, too. It might reach 1 bil- 
lion dollars in 1950. 

But China, gone for us, looms 
up as Russian base. And troubles 
are breaking out in Burma, Ma- 
laya, other places. They are 
warming up. 


Hot spots of trouble in the world are 
shifting rapidly from Europe to the 
Far East, from the Atlantic to the 
Pacific and Indian Oceans. Within the 
Far East, the shift is from China, now 
ractically gone, to Formosa, French 
Indo-China, Burma, Siam and Malaya. 

Chinese Communist armies are on the 
border of French Indo-China. Inside 
that colonial area the French already 
have their hands full dealing with a 
native revolt. In Malaya, Communist 
guerrillas are making trouble in spite of 
a year’s attempt by British troops to 
stamp them out. Siam, next door, is 
likely to fall into line if her neighbors 
go communistic. And, in Burma, condi- 
tions are close to an anarchy that prom- 
ises good hunting for the Communists. 

Thus, the U. S., seeing the advance of 
Communists in Europe stopped, at least 
temporarily, finds that Communists are 
a serious threat in Southeast Asia. If they 
win control of that area, with a popula- 
tion nearly as large as that of the U.S., 
their next move will be to fan out west, 
east and south. 

American stakes, as well as those of 
Britain, France and the Netherlands, in 
these hot spots are big. These trouble 
centers produce materials that are essen- 
tial to industrial nations of the West and 
that would help an enemy-tin, rubber, 
quinine, fats, sugar, fibers. They buy 
Western goods, and would buy more if 
they could settle down and could get 
more dollars. 

If the Communists take over, these 
stakes will go by the board. Besides, the 
U.S., whose stock in the Far East has 
slumped in the last couple of years, will 
suffer further loss of face. That will be 
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a serious handicap in attempts to check 
Communism in other parts of Asia. 

U.S. policy makers, thus, are trying 
to figure out ways of helping Chiang 
Kai-shek to hold on to Formosa and to 
bring stability to Southeast Asia. Ameri- 
can naval forces in the Pacific are being 
built up with the announced aim of 
serving “as a stabilizing influence” there. 
Hope is that the hot spots can be cooled 
off. If that doesn’t happen, the U.S. is 
banking on a ring of friendly countries 
to contain Communism, as shown on the 
map on page 26. 





TOWN MEETING IN INDONESIA 


into Indo-China immediately, they are 
in a position to supply arms and trained 
fighters to the nationalists. And Ho Chi- 
Minh, Moscow-trained leader of the na- 
tionalists, is expected to take advantage 
of this chance. If he gets enough help 
from the Chinese Communists, France 
stands to lose Indo-China, Communism 
then will be the gainer. 

Burma, formerly the rice granary of 
Asia, is still suffering from damage caused 
when the Japanese and the Allies fought 
from one end of the country to the other. 
Now, with independence won from Brit- 
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The newest nation lacks political experience 


Countries in this protective ring also 
have their troubles. There is a question 
how long they can hold out without a lot 
of help from the U. S. if the Communists 
take over Southeast Asia. 

Developing troubles are causing 
worries to the U.S. and other Western 
powers. 

In Indo-China, troubles are causing a 
lot of headaches for the U.S. as well as 
for France. A nationalist revolt is tying 
up 180,000 of France’s troops, including 
some of her best. She would like to ship 
most of the troops home, use them to 
strengthen North Atlantic defense, and 
cut out the expense of fighting in Indo- 
China, but the cost of retreat would be 
loss of her colony. 

Now new troubles are in sight: Chi- 
nese Communist armies are just across the 
border. Even though they do not march 


ain, she finds herself weakened further 
by several civil wars of her own. 

Right-wingers are pretty well out of 
the picture, but a Communist faction is 
fighting the Socialist Government of 
Thakin Nu. On the other hand, Nu faces 
a rebellion by the Karens, a_ strong 
minority that resisted the Japanese. 

Conditions in Burma are getting so 
bad that bandit gangs control large parts 
of the country. Nations that need Bur- 
mese rice are having to go on short ra- 
tions. As things are going, the country 
seems to be headed for a crack-up. That 
can make it easy for the Communists to 
take it over. 

Siam (Thailand) is better off econom- 
ically than any other country in South- 
east Asia, mainly because she avoided 
war damage by co-operating with the 
Japanese. Even here, though, there is 
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instability because of political jealousies 
and a low standard of living. 

Biggest danger in Siam from the stand- 
point of the Western powers is that the 
country will decide to go along with the 
Communists if that seems expedient. 
That can happen quickly if Communists 
gain control of neighboring countries. 

In Malaya, the British Army is trying, 
at big cost and without much success, 
to root out Communist bandits, mainly 
Chinese. Now the British High Commis- 
sioner is appealing to the public to shut 
off food supplies from the bandits. 

There is quite a question as to whether 
this new tack will work. And the Chi- 
nese population in Malaya is so large 
that, if the majority swings to the Com- 
munists, the British may find themselves 
having to decide whether to bring in 
more troops or to abandon the colony. 

In trying to cool off these hot spots, 
U.S. policy now being formulated is ex- 
pected to aim at the basic causes of un- 
rest. No Marshall Plan for Asia is in 
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prospect, but there is talk of extending 
between 600 million and a billion dol- 
lars’ worth of help to non-Communist 
countries there. Whether this help will 
get to Southeast Asia soon enough and 
on a big enough scale is uncertain. 

The U.S. depends, thus, on an 
outer line of resistance to hold back Com- 
munism in case Southeast Asia falls. Just 
how well this line can hold is in doubt. 

India, which U.S. is counting on as a 
strong point, has avoided taking sides 
publicly in the struggle between the West 
and Communism. Her sympathies, how- 
ever, apparently lie with the West. 

India wants loans to finance a variety 
of development projects. She wants, too, 
to have somebody take over at least a 
part of about 1.7 billion dollars’ worth 
of British pounds she has on hand. U. S. 
aid along these lines may make her a 
definite ally against Communism. 

Pakistan, like India, is saying little. 
In a showdown, however, she is ex- 
pected to line up against Communism. 


© Ivou, By U.S. News Pub. ¢ 


The newest nation, the United States 
of Indonesia, opposes the Communists. 
Friendship for the U.S. is strong be- 
cause of more than 100 million dollars 
received under the Marshall Plan and 
American pressure on the Dutch in be- 
half of setting up the new nation. The 
Government, however, is inexperienced 
and has many troubles. 

The Philippine Republic is definitely 
on the side of the U.S. Communists 
there, although active, are not a serious 
threat now. 

Japan is anti-Communist. How long 
she will remain so will depend partly on 
future U.S. policy. 

Effectiveness of some of the most 
important links in this ring of resistance, 
thus, depends partly on help from the 
United States. Just how much this help 
will amount to has not been decided, 
but the United States appears likely 
to spend quite a little money trying 
to check the spread of Communism in 
Asia. 
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On paper, Republicans can win 
control of Congress in 1950. But 
party leaders know it won't be as 
easy as it looks. 

To win, Republicans need to 
hold all they have, then take 7 
Senate seats and 47 House seats 
away from Democrats. 

A 5 per cent shift among voters 
can swing the election in 52 dis- 
tricts. If Republicans take them 
all, they’re in. 


If election tides are running in their 
direction, Republicans have a good 
chance of winning control of Con- 
gress again in 1950, just as they did in 
1946. History and statistics are in 
their favor. But there is no assurance 
that this will be enough. Republican 
planners know that they have a tough 
fight on their hands if they are to win 
this year, and they are preparing for it. 

To win control of Congress, the Re- 
publicans need net gains of 47 seats in 
the House of Representatives and 7 seats 
in the Senate. If conditions were the 
same as applied to most mid-term elec- 
tions from 1860 through 1946, Republi- 
cans could take the campaign in their 
stride and figure that the usual turn of 
elections against the party in control of 
Congress would give them just about the 
number of seats they need. 

But the Republicans have been out of 
the White House for 18 years; they have 
won one congressional election in 20 
years. And union labor, with money and 
organizers, is out in force against them, 
injecting a new element into the 1950 
campaign. Republicans cannot count on 
election tides. Republican leaders figure 
that they must fight every step of the 
way through the campaign. 

Statistics are riding with the Repub- 
licans in the election. And in the cam- 
paign, labor and the Democrats will be 
fighting to reverse a usual trend. Repub- 
licans will be working for normal condi- 
tions. 

Studies of vote percentages and their 
fluctuations in mid-term congressional 

elections show: In 1938, the Democratic 
vote for Congressmen was 7.7 percentage 
points under that in the presidential elec- 
tion year of 1936. The Democratic vote 
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WILL REPUBLICANS COME BACK? 


Figures Show Their Hope for Victory 





Where a Few Votes’ Shift 
Could Change Congress 


THE SENATE: Republicans need a net 
gain of seven seats to win control of the 
Senate in the next Congress. Here are the 
Senate seats that would change parties in 
1950 with a shift of 5 per cent of the 
1948 congressional vote in their States: 


Seats Held Seats Held 


by Democrats by Republicans 
California—Downey Indiana—Capehart 
lilinois—Lucas Missouri—Donnell 
Nevada—McCarran South Dakota— 
Connecticut— Gurney 
McMahon and lowa—Hickenlooper 
Benton Colorado—Millikin 
Idaho—Taylor Oregon—Morse 
Pennsylvania—Myers Kansas—Darby 
Utah—Thomas Ohio—Taft 
Maryland—tTydings Idaho—Dworshak 
New York—Lehman New Hampshire— 
Washington— Tobey 
Magnuson Wisconsin—Wiley 
North Dakota— 
Young 
TOTAL—11 TOTAL—12 


THE HOUSE: Republicans need a net 
gain of 47 seats to win control of the 
House of Representatives in the next Con- 
gress. House seats that would change 
parties with a shift of 5 per cent of the 
1948 vote in their congressional districts 





are these: 
Seats Held Seats Held 
by Democrats by Republicans 
Colorado—2 Kansas—2 
Connecticut—2 California—3 
INinois—5 Illinois—8 
Nevada—1! Minnesota—3 
New Jersey—2 Missouri—1 
New York—6 New York—5 
Pennsylvania-——8 Ohio—7 
Indiana—5 Pennsylvania—4 
Minnesota—2 Washington—3 
Missouri—1 Wisconsin—2 
Nebraska—1 Indiana—3 
Washington—1 lowa—3 
California—3 Kentucky—1 
Ohio—6 Michigan—2 
Virginia—1 New Jersey—3 
Idaho—1 South Dakota—1 
Oklahoma—1 Maryland—1 
West Virginia—2 Colorado—1 
Massachusetts—1 Connecticut—2 
Wisconsin—1 Idaho—1 
Massachusetts—1 
Montana—1 
Wyoming—! 
Delaware—1 
TOTAL—52 TOTAL—60 








for Congressmen in 1942 was 5.5 per- 
centage points under that of the presi- 
dential election of 1940. The 1946 
Democratic vote for Congress was 6.5 
percentage points under that of 1944. 
This works out to an average loss by the 
party in power of 6.5 percentage points 


in the last three mid-term elections. 

In 19 of the 22 mid-term elections 
since 1860, the party in power has lost 
House seats and the average of those 
losses has been 45 seats, just two fewer 
than the Republicans need. The loss 
has been larger than the 47 needed by 
the Republicans about as many times as 
it has been smaller. 

Senate elections follow about the same 
mid-term pattern, but with the losses by 
the party in power smaller because only 
a third of the Senate comes up for elec- 
tion every two years. Senate charts are 
less clear, however, because over a large 
part of the period since 1860 Senators 
were chosen by legislatures instead of by 
popular election. 

Another study reaches the conclusion 
that 6 or 7 per, cent of the congressional 
candidates are swept into office in presi- 
dential election years by the tep of the 
ticket. This figure is reflected in the drop 
of 6.5 percentage points in the Demo- 
cratic vote in mid-term elections com- 
pared to that in presidential years. 

Prime targets for 1950 are shown 
by the tables on this page. These are 11 
Senate seats held by Democrats and 12 
Senate seats held by Republicans; 52 
House seats held by Democrats and 60 
House seats held by Republicans. Of 
these, the Republicans need 7 Senate 
seats and 47 House seats to win control 
of Congress. 

All of these seats, Democratic and Re- 
publican, are held by a narrow margin of 
votes. They are regarded as danger 
points by the two parties. A general shift 
in votes amounting to 5 percentage points 
might be expected to turn these seats to 
the opposition party. 

Actually, in an election, it does not 
work out exactly that way. Not all seats 
within the 5-percentage-point range 
would go. Local issues and the popu- 
larity of individual candidates have much 
to do with deciding elections. 

Few Republicans would expect to cap- 
ture the Senate seat of Millard Tydings 
in Maryland or the House seat in Vir- 
ginia that lies within the danger zone. 
Few Democrats would expect to capture 
the Senate seats of Harry Darby in Kan- 
sas or Charles W. Tobey in New Hamp- 
shire, or the House seats of Dewey Short 
in the Missouri Ozarks or of Mrs. Frances 
P. Bolton in suburban Cleveland, all of 
which lie within the 5 per cent zone. 

Two thirds of the seats won by the 
Democrats in 1948 were seats that Re- 
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Republicans will try to invade their territory 


publicans had captured in 1946 by less 
than 55 per cent of the vote. These 
marginal districts will form the chief 
battleground. 

In the Senate, 36 seats are to be filled 
by the 1950 elections. Twenty-three of 
these now are held by Democrats. Thir- 
teen are held by Republicans. 

But, of the Democratic seats, 8 are in 
the Solid Suuth, where Republicans have 
no chance. Four others are in Kentucky, 
Oklahoma, Rhode Island and Arizona, 
which were taken by the Democrats by 
big margins last year. 

Thus, if the Republicans are: to win 
control of the Senate, they must win 7 
seats out of 11 prospects that lie inside 
the 5 per cent marginal line. 

The best Republican prospects lie in 
Illinois; Connecticut, where two Demo- 
cratic seats are at stake; Pennsylvania, 
and Idaho, where Senator Glen Taylor's 
party is divided in its support of him. 
Republicans have a tough battle on their 
hands if they are to pick up the other 
seats that they need in New York, Mary- 
land, Utah, California, Nevada or Wash- 
ington. 

The best Democratic chances are in 
Indiana, Missouri, Iowa, Ohio, Idaho and 
Wisconsin. All of these States, except 
Indiana, were carried by President Tru- 
man in 1948. In Indiana, the Democrats 
elected a Governor. And the other seat 
in Idaho, now held by a Republican, was 
won by a Democrat in 1948. 

In the House, the prospects are even 
narrower for Republicans than they are 
in the Senate. Here, Republicans need 
47 seats and have 52 inside the 5 per cent 
margin to shoot at. At the same time, 
they have 60 seats of their own that are 
in equal danger from Democrats. Every 
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loss must be balanced off and 47 seats 
added if Republicans are to win. 

If the margin is expanded to 6.5 per- 
centage points, which is the average 
swing toward the party out of power 
produced by the last three mid-term 
elections, 8 more Democratic and a dozen 
more Republican districts are brought 
into the list. This would give Republi- 
cans 60 districts in which to try for 47 
seats. If the swing should be in their 
direction, they could win the House. 

Actually, when a mid-term swing is 
moving toward a party, any weak opposi- 
tion candidate who holds less than an 8 
per cent margin is in danger. And 75 
Democrats were elected in the presiden- 
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REPUBLICANS MILLIKIN AND HICKENLOOPER, DEEP IN DISCUSSION 


tial year of 1948 by 58 per cent of the 
vote or less. 

The districts in the 5 per cent margin 
are widely scattered. One is in a South- 
ern State and six in New England. The 
rest are about evenly divided among the 
industrial East, the Middle and Far 
West. 

The one Southern seat that lies in the 
marginal group is a Democratic seat in 
the western tip of Virginia, an area that 
borders the historically Republican areas 
of Kentucky and Tennessee. The Vir- 
ginia district has been held by Republi- 
cans in the past. 

Most of the Republican districts that 
lie within the marginal area are districts 
in which farming and industry are mixed, 
but where farmers hold the dominance. 
Similarly, many of the Democratic dis- 
tricts that lie within this border ground 
between the two parties are mixed urban 
and rural districts, but districts in which 
city workers hold a majority of the votes. 
The big problem here for the Democrats 
is to get out the votes if they are to hold 
these districts. 

The outcome of the election depends 
largely upon the success that workers 
have in bringing their voters to the polls 
in 1950. Both AFL and CIO are uniting 
in a drive to get out the vote, and, while 
they are supporting labor candidates ir- 
respective of whether they are Republi- 
cans or Democrats, labor is opposing 
many more Republicans than Democrats. 

To meet this drive, Republicans are 
establishing clubs and _ picking block 
workers in an effort to get independent 
and Republican voters to the polls. The 
belief is growing among Republicans that 
they cannot rest on statistics: They must 
make their own trend. 
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Democrats are eying their Senate seats 
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FROM THE CAPITALS OF THE WORLD 


BERLIN....BELGRADE....ROME....HONG KONG.... 








>> Things that Joseph Stalin can reasonably count on in 1950: 
Fresh gains in Asia around the fringes of Communist China. 
Stalemate in Europe. No Soviet gains in sight. There may be setbacks. 
Showdown with Marshal Tito, a decision on who is to run Yugoslavia. 
New Moscow peace offensive, inviting West to another round of talks. 
Freedom from attack by the West. No war unless Stalin starts it. 
Time to rearm the Soviet empire, to make atom bombs, build more submarines, 
take over satellite armies, while U.S. cuts down on military spending. 
Louder voice for Russia in United Nations once Communist China is Seated. 
More purges, to liquidate Communist leaders who dislike Moscow's orders. 
Economic trouble in West as surpluses mount, as traders fight for markets, 
as Western powers with swollen budgets have to choose between guns and butter. 
Discord in the West over unifying Europe, over a policy on Germany. 
Drop in U.S. spending overseas, less for Western Europe, Greece, Turkey, 
All told, from Stalin's viewpoint, it's not too discouraging an outlook. 



































>> For a look at some moves Stalin will be up to during 1950..... 

Crushing Tito is almost certainly No. 1 on the Stalin list. By next May, 
Communist Tito will have publicly defied Communist Stalin for two years. Top 
Communists elsewhere in Europe seem to be getting out of line. Titoism--inde- 
pendence of Moscow--is a danger to Stalin in both Europe and Asia. The longer 
Stalin lets Tito gather strength from U.S. and World Bank loans, from trade deals 
with Britain and others,the harder it will be to unseat him. Spring offensive, 
but not open warfare against Tito, is to be expected. Odds favor Tito slightly. 





>> Also urgent in the Stalin program for the new year..... 

Annexing the satellites is a move to watch for. Rumania is virtually a 
province of Russia now. Bulgaria, with a new slate of Moscow-trained officials, 
is being prepared for annexation. Purges, appointment of Soviet generals to key 
spots are major steps in Poland, Hungary, Czechoslovakia. Ties to Moscow--mili- 
tary, trade, political--are getting tighter. Final squeeze is annexation. 

Screw tightening is in store for Eastern Germany, too. Non-Communists are 
being kicked out of office, in preparation for an election. A Communist-trained 
army is in the making, to take over when Soviet occupation troops pull out. 

Undermining, undercover deals are the program for Western Germany. Basic 
idea is to promise West Germans things Western Allies can't deliver. List in- 
cludes withdrawal of occupation troops, a unified Germany with Berlin as capital, 
rich trade with all of Eastern Europe, Soviet Russia, China. Soviet agents are 


busy on this program now, trying to wean West Germany away from the Allies. 
(over) 
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WORLDGRAM-- (Continued) 


>> But an early decision is unlikely in Germany. Elsewhere in Europe..e... 
Greece is apparently being written off by Moscow, lost to U.S. for the time 
being. Besides, guerrillas chased out of Greece are needed to harass Tito. 
Italy, which Communists almost took over in 1948, is still a fertile field 
for Stalin's fifth column. Land riots, unemployment are to continue to give 
Communist agitators opportunity. But Communists control is nowhere in sight. 
France likewise offers issues for Communists in rising living costs, low 
wages, unstable governments. Communists, though, are to remain in minority. 
Stalin's 1950 prospects in Europe are thus for a stalemate in key spots, 
except possibly in Yugoslavia. Showdown there may result in a Stalin setback. 





>> Outlook for Soviet expansion in the Far East is quite different. Story in 
this part of the world is one of repeated Communist advances, Western retreats. 
Soft spots, where Communists can be expected to apply pressure during next 
few months, include Indo-China, Burma, Siam, Tibet, probably Korea. Add these 
to China and the greater part of the Orient is in Communist hands. As things 
look now, there's no reason to expect Communist reverses in these fringe areas. 
Invasion of Formosa, also in the Communist program, may not be quite as 
urgent to Stalin or Chinese Communists as some in U.S. think. Chiang Kai-shek, 
camping on Formosa, is a political liability for U.S. By postponing invasion, 
Stalin prolongs Chiang's power to embarrass U.S., improves Chiang's chances of 
getting still another chunk of U.S. aid. Stalin can afford to wait a while. 








>> In China proper, Stalin's course is not all clear sailing. 
Chinese Communists, like Yugoslav Communists, are proud of the fact that 
they won their victories themselves, with little direct aid from outsiders. 
Cninese leader, Mao Tse-tung, sees himself as a sort of self-made Marxist, 
not Moscow-trained. In addition, Mao spent years of trial and error working out 
his plans for conquering China. These plans were made in China, not in Moscow. 








>> In this situation, Stalin has to move cautiously, apply pressure carefully. 
Russians are kept out of sight as much as possible in China, even Man- 
churia. Soviet agents, technicians are around, but they try to look like Chinese. 
Trade is the bait Stalin is using now to draw China closer to Moscow. Since 
China can't get steel rails and machinery she needs from U.S., Stalin's idea is 
to have China get them from Western Germany, wnich is looking for markets. Re- 
sult would be to satisfy China's needs and at the same time grt Germany to rely 
on Soviet areas for customers. And, since Soviet agencies are to handle all 
such deals, control of China's trade would naturally gravitate toward Moscow. 


>> Inside Soviet Russia itself, as 1950 rolls along..... 

New 5-year plan is to be expected. Present plan, due to end in 1951, prob- 
ably will be rushed to completion earlier, in 1950. New plan can then be ush- 
ered in with appropriate fanfare. Soviet goal is to catch up to U.S. by 1960. 

Meeting of Soviet congress, long overdue, is probable during 1950. 

Choice of Stalin's successor is a possibility, with Stalin past 70. Signs 
point to Georgi Malenkov as the favorite. He runs the party machinery. 

Continuing purges are to be expected, as in the satellite states. Point 
widely overlooked is that several high officials in Soviet Russia, including top 
planners, were purged during 1949. Purges are normal under Stalin, will go on. 
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Taft vs. Vandenberg in World Affairs . . . Less Money for Europe 
. .. Both Parties Face Struggles Over Amount of Marshall Plan Aid 


The new session of Congress brings 
with it a series of personal struggles that 
may have a basic effect upon the history 
of the next few years—especially where 
American dollars for other nations are 
concerned. 

Republicans are in a growingly bitter 
squabble over foreign policy. Senator Ar- 
thur H. Vandenberg is upholding the bi- 
partisan, or “nonpartisan” as he now calls 
it, approach to international questions, 
but he is ready to make a cut in Marshall 
Plan funds. 

Senator Robert A. Taft, chairman of 
the party’s Policy Committee, is sternly 
critical of Administration policy, and 
wants to make a still deeper slash in 
funds for economic assistance abroad. 
Senator Kenneth S. Wherry, the Repub- 
lican Floor Leader, goes further than 
Senator Taft, both in his criticism and in 
his call for a reduction. 

Meanwhile, Senator Scott W. Lucas, 
the Democratic Leader, has the baffling 
problem of carrying out Administration 
foreign-policy plans and_ holding _ his 
party's liberals and conservatives to- 
gether. His first job is to make a record 
and build issues that will attract Demo- 
cratic ballots in the autumn’s congres- 
sional elections. 

In the House, Speaker Sam Rayburn 
and Republican Leader Joseph W. Mar- 
tin, Jr., are involved in the struggle over 
foreign help and also are entering a pre- 
election contest with party control of the 
House at stake. 

In this fiscal year, the U.S. is devoting 
some 5.9 billion dollars to the Marshall 
Plan, to military assistance, and to ex- 
penditures in occupied countries. The 
Administration and Senator Vandenberg 
may agree to a cut of | billion in Marshall 
Plan spending and a reduction of 500 
million for the occupied nations. Mean- 
while, military aid to Western Europe, 
only just beginning, is expected to surge 
upward by some 900 million dollars. So, 
how much the total reduction may be is 
considered questionable. But the real row 
is over Marshall Plan funds. 

A closer examination of the men and 
the issues shows much of what is ahead. 
> Senator Vanden'terg, aging and ail- 
ing, came back to Washington early to 
oppose an obviously growing isolationist 
sentiment among Midwestern Republi- 
cans. He is barely convalescent. Much of 
the time he is in pain, after a grueling 
operation for the removal of part of a 
lung. His friends fear that he faces a fight 
to which his strength may not be equal. 

At 65, the Michigan Senator looks back 
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upon a career that in its latter stages finds 
him, a Republican, helping to make for- 
eign policy for a Democratic Administra- 
tion. It also is a career that saw him 
switch, impelled by the logic of events, 
from prewar isolationism to postwar inter- 
nationalism. Since the war, he has been 
consulted continuously on foreign policy; 
his advice has been sought and accepted. 
In return he has held the Senate’s Repub- 
licans, for the most part, in line behind 
the Administration. 

He always has had and still holds the 
support of such Easterners as Senator 
Henry Cabot Lodge, Jr., of Massachu- 
setts, and such Westerners as Senator 
Wayne Morse, of Oregon, and many 
more. But Ohio’s Senator Taft usually 
has been reluctant to go along. The Mid- 
western group now apparently is looking 
to the Ohioan rather than to Senator Van- 
denberg for leadership in international 
matters and particularly on appropria- 
tions for aid to Western Europe. 
>Senator Taft, just finished with a 
three-month, town-by-town tour of Ohio, 
finds apparently that his nationalistic at- 
titude has support among the voters 
there. He is up for re-election next No- 
vember. Labor is opposing him vigor- 
ously, but the Senator seems to have 
gained strength on his recent tour of 
the State. 

Meanwhile a long-smoldering disagree- 
ment with Senator Vandenberg is rapidly 
coming into the open. For several years, 
by an informal agreement, Mr. Taft has 
left foreign policy to Mr. Vandenberg 
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SENATOR VANDENBERG 
. .. policy problems 


and the latter has left the party leadership 
on domestic issues to the Ohioan. Now, 
by all indications, Mr. Taft intends to 
step out on his own. 

As chairman of the party’s Policy Com- 
mittee, he is an acknowledged leader. His 
every speech, his every vote is a strong in- 
fluence among Republicans. He wants to 
slash expenditures for Western Europe. 
Mr. Vandenberg favors a moderate slash. 
but is opposed to drastic cuts. 

Because of his impaired health, the 
Michigan Senator’s strong personal in- 
fluence with his colleagues may be re- 
duced to a moral influence only, with Mr. 
Taft grasping the party leadership on 
foreign as well as domestic affairs. 

Domestic issues and a broad attack on 
the “Fair Deal” as socialism, as a “hand- 
out state,” are fundamental to Mr. Taft's 
campaign for re-election. His views on 
these matters may have much to do with 
shaping Republican policies for the con- 
gressional campaign in general. 

The Senator has veered away from the 
traditional conservatism of his party. He 
has taken Administration housing, health, 
education and_ social-security measures 
and remolded them to his liking, though 
not to the approval of many Republican 
conservatives. 

The recent campaign tour showed a 
somewhat new Senator Taft. Some of his 
frostiness has thawed; he is more amiable 
with his audiences. His hearers have been 
friendly. He concludes his meetings with 
a question-and-answer session and _ begs 
for tough questions. 
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SENATOR LUCAS 
... party problems 
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Of course, he always is a Republican 
presidential possibility for 1952, but first 
he must win re-election to the Senate. He 
has gained strength, but much may de- 
pend on what is done in the coming ses- 
sion on foreign as well as domestic issues. 
>Senator Wherry goes even further 
than Senator Taft, apparently, in chal- 
lenging the bipartisan foreign policy, He 
intends to make it an issue among Senate 
Republicans, an action that might accen- 
tuate the Vandenberg-Taft split and, 
some Republicans fear, do the party no 
good on Election Day. 

In particular, Senator Wherry wants 
foreign policy submitted to the Senate as 
a whole for approval before it is adopted. 
He objects to having such important de- 
cisions made by the Administration and 
a few Senators, even though the latter 
include such Republicans as Senator Van- 
denberg. 

Where expenditures for Western Eu- 
rope are concerned, he would like to cut 
them to the vanishing point and end the 
Marshall Plan experiment in a_ short 
period. Working together, he and Senator 
Taft could reach a compromise arrange- 
ment on this point with some ease, it is 
thought, and then combine to push it in 
the Senate. 
> Senator Lucas, for the Democrats, will 
take the Administration foreign-spending 
figure and try to make it stick. He is to 
encounter opposition from some Demo- 
cratic economy sticklers, but his party is 
much more a unit on the question than 
are the Republicans. 

Meanwhile, Mr. Lucas will be present- 
ing for the Democrats a campaign strat- 
egy holding out lures for farm, labor and 
Negro votes in the autumn. New agricul- 
tural aids, repeal of the Taft-Hartley Act 
and civil-rights legislation will be de- 
manded. These measures, Senator Lucas 
is well aware, cannot all be passed. 

But the issues will be drawn, a stale- 
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SPEAKER RAYBURN 
... legislative problems 


mate probably reached, and the ques- 
tions involved presented to the voters in 
the autumn campaign, with spotlights 
turned upon the Republicans who may be 
standing in the way of the program. 

On foreign policy, Mr. Lucas—running 
for re-election in Illinois and facing a 
hard contest—is backing the Marshall 
Plan to the full. At the same time, elec- 
tion pressures are said to be forcing him 
to soft-pedal his own earnest New Deal 
and “Fair Deal” views. 

The Senator, 57, is a congressional vet- 
eran—four years in the House and eleven 
in the Senate. He grew up on an im- 
poverished southern Illinois farm, and so 
receives support in the rural areas, He 
also has backed organized labor almost 
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REPRESENTATIVE MARTIN 
. . . coalition problems 
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SENATORS TAFT AND WHERRY 
.. . a Midwestern shift on foreign policy? 
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undeviatingly, which brings in a large 
Chicago vote. The combination makes 
him hard to beat in Illinois. Nevertheless, 
he is taking no chances and preparing 
for a hard-fought campaign. 

> Speaker Rayburn is an adroit man- 
ager in the House. He holds the confi- 
dence of all factions. He has the power 
to bring “Fair Deal” measures to the 
floor for a vote. After that he also has 
the coalition of conservative Democrats 
and Republicans to deal with. He got 
much of the “Fair Deal” legislative list 
through last year, Ithough some items 
were extensively modified. 

Like all House members, he is up for 
re-election. There is some opposition but, 
as in 19 previous House elections in 
Texas, Mr. Rayburn is expected to win. 
> Representative Martin, as Republi- 
can Leader, works first of all to keep the 
coalition going smoothly and effectively, 
and much of the time is successful. Like 
Mr. Rayburn, the Massachusetts Repub- 
lican knows what individual House mem- 
bers want and need for local purposes 
and tries to see that they get it. 

Although highly conservative for years, 
Mr. Martin is said to be modifying his 
views as a result of recent elections. His 
influence, consequently, may be in the 
direction of some liberalization of Repub- 
lican attitudes. 

Feuds? Little personal antagonism, 
personal feuding, is involved in these 
conflicts. For the most part all the legis- 
lators are on cordial personal terms. What 
is involved for the session ahead is a 
conflict of strong-minded men who have 
come to differing conclusions as to what 
is best for the country and how the na- 
tion’s best interests can be served the 
world around. 
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New A-C Lellep heat recuperative 
kiln process—now under develop- 
ment— promises cement makers big 
savings in fuel. Requires kiln only 14 
as long as conventional long kiln. 


At Wilson Dam four new Allis- 
Chalmers hydraulic turbines add 
140,000 hp for home and industrial 
use . .. make a total of 10 A-C units 
now installed at this project. 


New A-C Car Shaker easily loosens 
hard-packed wet or frozen materials 
. empties hopper-bottom gondola 


cars of coal, ore, gravel or any gran- 
ular material in 2 minutes. Dangerous 
manual unloading eliminated. 


Every industry that 
contributes to good 
living today benefits 
from Allis-Chalmers’ 
103 years’ experience 
in developing equipment 


that produces and saves! 





IELOW ROAD (Any Day Now) 


EAT WAY to solve a traffic problem: build a 
highway under water! 
- Here’s one of America’s latest in the making. 
a 
- Soon, cars, trucks and buses—thousands a day— 
will take this shortcut... 


surrounded by cast iron, steel and concrete... 


guided by bright lights and traffic signals... 


# protected by huge blowers circulating pure, 
" fresh air. 
¥ Another modern triumph for the American way of 


doing things—backed by big producing companies 


like Allis-Chalmers! 





" Allis-Chalmers builds mining machinery to 
process iron ore... giant motors and controls for 
America’s steel mills . . . complete equipment for 
producing concrete ... a big line of blowers, pumps 
and electric power equipment. 

- Almost everywhere you look, you'll find Allis- 


seme Chalmers behind the scenes, helping industry man- 
ufacture the products that enrich your daily life. 


“ ALLIS-CHALMERS MANUFACTURING COMPANY 
1388 South Oth Street, Milwaukee 1, Wisconsin 
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One of the Big 3 in Electric Power Equipment — 


Biggest of All in Range of Industrial Products 
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‘In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’’ 

GEORGE WASHINGTON 
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THE WORLD OUTLOOK IN RUBBER 
AN INTERVIEW WITH JOHN L. COLLYER 


President, The B. F. Goodrich Company 
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EDITOR’S NOTE: The American people may 
have already forgotten their experiences with the 
rationing of tires during World War II but the 
rubber producers are still faced with the problem 
of how to supply enough rubber for military and 
civilian uses if an emergency should occur. 

John L. Collyer, president of the B. F. Good- 
rich Company, and former director of rubber pro- 
duction in wartime, was invited to the U.S. News 
& World Report conference rooms to appraise the 
outlook. 

He was asked particularly to discuss the new 
era of competition between natural and synthetic 
rubber and the effects of the recent devaluation 
of the British pound on the price of natural rub- 
ber, the bulk of which is grown in the British and 
Dutch plantations of the far Pacific. 








JOHN L. COLLYER started as a shipbuilder but 
changed to rubber manufacturing. 

He was born 56 years ago at Chelsea-on-Hud- 
son, N. Y., and was graduated from Cornell Uni- 
versity in 1917 as mechanical engineer and naval 
architect. After five years with Bethlehem Ship- 
building Corp., he became vice president of the 
Dunlop Tire & Rubber Co., at Buffalo, and later 
went with the parent Dunlop company in Eng- 
land. In 1939 he returned to the United States as 
president of the B. F. Goodrich Company in 
Akron. 

Mr. Collyer was awarded the Medal of Merit 
for his wartime work in the development and pro- 
duction of synthetic rubber and as special director 
in 1945 of Rubber Programs in the War Produc- 
tion Board. 








Q What is the current situation, Mr. Collyer, as to 
synthetic—or American rubber, as you call it? 

A The rubber growers have been concerned be- 
cause our Government has continued to be the owner 
and operator of rubber-producing facilities and to 
produce American rubber since the war. The Govern- 
ment operates under legislation which was effective 
in April, 1948, and which expires in June, 1950. In 
that legislation there is a statement of policy to the 
effect that it is the intention of Congress to get the 
Government completely out of the rubber business 
and in the hands of competitive enterprise. 

The legislation also provided for something that 
we feel is long overdue but that hasn’t yet been done 
—that is, that the Government should terminate the 
war-born patent-pooling agreement so that we can 
get some competitive research in rubber. As it stands 
today, any developments or discoveries by any par- 
ticipant in that agreement become available to its 
competitors, so that there isn’t much incentive to 
spend money on research. [ This interview occurred just 
a few days before the U.S. Government announced 
that it was terminating the patent-pool arrangement 
born of war days.] 


Q You now have a competitive situation between 
synthetic rubber and crude rubber? 

A Yes, there is a wide area of competition between 
these two materials and this area was increased when 
the consumption controls were modified. 

Q Can the Government increase production of 
American rubber if you need more? 

A Yes, the law authorizes production by Govern- 
ment for voluntary usage. 

Q So you really have a control by our Government 
of the price of rubber, haven't you? 

A Well, I don’t know whether you should call it 
a control or whether you should call it a price around 
which the price of crude rubber tends to pivot. In this 
connection, another point that has concerned the rub- 
ber growers: Since 1944, I have participated in the in- 
tergovernment meetings on rubber as an adviser to our 
State Department. I think that it is public knowledge 
that, at the meetings held early in 1949, our Govern- 
ment disclosed that the full cost of producing our 
American rubbers, including materials, plant costs, 
amortization, overhead and administration, was 18.1 
cents a pound. The selling price for the main types— 
GR-S and Butyl—is 18 1-2 cents a pound. Some of our 
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Progress in rubber since rationing days—Effect of devaluation on world 


prices—Importance of U. S. action in dissolving wartime patent 


pool—Biggest markets in undeveloped countries 


friends abroad had thought that the U. S. was subsidiz- 
ing our American rubber—in other words, selling at be- 
low cost to hold down the price of crude rubber. On the 
contrary, our Government made a modest profit on 
their sales of American rubber. 

Q What has America achieved in the production 
of synthetic rubber? 

A We were producing at the rate of 1 million long 
tons a year in May, 1945. 

Q Could that rate of output be resumed? 

A It could, but it would take time to do it. We con- 
tinually remind our own Government that we should 
keep up to date our studies on possible conflicting de- 
mands for raw materials required for American (syn- 
thetic) rubber, to make certain that requirements for 
high-octane gasoline or something else do not make 
it impossible to produce the rubber we need. 

Q Who really runs those Government plants, the 
Reconstruction Finance Corp.? 

A We look to the RFC as the boss, but those same 
companies who operated the plants for the Govern- 
ment during the war continue to do so today. Our 
company operates the Port Neches, Tex., plant. 

Q Are the postwar tires any better than the imme- 
diate prewar tires? 

A Yes. On the average, people are getting better 
mileage out of their tires today. And that is in the 
face of higher speeds, which affect tire life. 

Q Where does the increase in demand for tires 
come from? 

A From the increase in number of vehicles on the 
road and increase in travel per vehicle. The greatest 
increases have been in the commercial field—trucks, 
busses—and in the farm field. 

Q Have the industrial uses of rubber increased? 

A They have maintained their percentage of the 
total rubber consumption. Tires of all kinds normally 
account for about 70 per cent of the U.S.A. rubber 
consumption and other rubber products about 30 per 
cent. 

Q What about the advantages or disadvantages of 
synthetic rubber and natural rubber for passenger- 
car tires? 

A The tire made from American rubber with a 
small percentage of crude for adhesive purposes is 
comparable to that made from crude. I wouldn’t say 
there was advantage or disadvantage. 





—Bachrach 


JOHN L. COLLYER 


Q Would you say there is a potential advantage— 
do you think you can improve your synthetic over 
the long run more than you can improve the crude? 

A I think that only time can answer that question. 
There is great scope for improving the qualities and 
usefulness of crude rubber as we now know it and 
also for developing special-purpose crude rubber for 
use in special types of end products. We have devel- 
oped special-purpose American rubbers and there are 
signs that the competition has stimulated research by 
crude-rubber producers. The competitive research 
which will follow the termination of the patent pool 
will surely result in improved and new American 
(synthetic) rubbers. 

Q Can you indicate some of the possible new uses 
of rubber? 

A It seems to us, with the development of countries 
that are backward, and some not so backward, that 
transportation is a very important part of the whole 
story—either where railroads already exist and feeder 
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lines come in with trucks or where new areas are de- 
veloped and roads may be built instead of railroads. 
Commercial-truck tires for this expanded service we 
look upon as the greatest single opportunity for in- 
creased use of rubber. 

In new uses, we have the very promising material— 
foam rubber—which is used for cushioning in various 
ways. 

Rubber thread in garments of various types, while 
not exactly a new use, is continuing to “expand” rap- 
idly. 

The British and the Dutch have carried on some in- 
teresting experiments in using rubber for roads. I saw 
a test road in Holland in 1946 and again last year—a 
road, built before the war, where rubber powder had 
been mixed with the asphalt surface material as a top- 
ping. They had some sections without rubber and 
other sections with it. It was a road which the Ger- 
mans had used for heavy war traffic and there was a 
very noticeable difference in how the two types of sec- 
tions stood up. 

Q Russia has been buying quite a bit of crude 
rubber, hasn’t she? 

A Yes, from time to time. They were buying quite 
heavily a year ago and at one period during this year. 

Q Where would they buy from? 

A From the Far East. 

Q Is it an unusual quantity? 

A Well, unusual for them but not very large com- 
pared to our imports. It seems to be running about 
100,000 tons annually, which is more than their pre- 
war rate. 


Russia Has Factories for Synthetic 


Q Do you think the Russians have synthetic-rub- 
ber factories? 

A We were advised so during the war, and I am 
sure that they did have some at that time, but an 
American Government delegation that was sent over 
to see their plants never got outside of their hotel 
rooms. So no dependable information is available. We 
know definitely, however, that they have plants today 
because they took over one or more plants in Eastern 
Germany. 

Q If you have a longer-wearing tire for passenger 
cars and presumably a stability in the number of cars, 
aren’t you going to sell fewer tires? 

A It has been suggested for many, many years that 
we have reached stability in the number of cars, but 
we have many more cars today than we once thought 
we were going to have. Although we do improve the 
life of the tire, the performance of the cars improves, 
speeds go up and we find ourselves always chasing a 
moving goal. In addition to these factors, everyone 
seems to be using their cars more as time goes on and, 
therefore, there is more mileage covered by the same 
number of automobiles. 

Q What about retail prices—has there been any 
substantial change in the prices of tires since the war? 

A There have been some retail-price movements 


both upward and downward. In the last two months, 
there have been two increases of 3 1-2 per cent each in 
replacement-tire prices, but even after those increases 
the price of passenger-car tires is still only slightly 
higher than in 1939. 

Q Are the prices of tires being regulated by the 
prices of crude rubber or by prices of labor or by 
competition? 

A By competition. 

Q You have considerable competition in your in- 
dustry? 

A We not only have it but we like it. 


Why Tire Prices Move Similarly 


Q How does it happen that some of the tire com- 
panies move their prices up in line with each other— 
just 3 1-2 per cent? Do you have “price leadership” 
in your field? 

A Well, tires are in a sense a tonnage commodity. 
Our industry for many years has not been noted for 
profits, so when someone moves a price up everyone 
is happy to do it if they feel they can hold their busi- 
ness at the higher price. When someone else moves a 
price down and you don’t follow, you are going to lose 
business and be worse off than before. 

Q The question usually asked around Washington 
is: Why does the fellow who moves up first, do it? 
Does he do it because all the others are going to be 
happy and he is going to share in their happiness too? 

A We have had instances where one company has 
increased prices and another company has moved part 
way, and then after a few weeks the company that 
first moved has moved back to the lower price. Every- 
one does not always change prices by the same 
amount. The type of keen competition that we have 
in the tire industry usually results in the establish- 
ment of uniform prices. 

Q Another question asked hereabouts is why it is 
always the same fellow in a big industry who moves 
up or down first? 

A That doesn’t happen in our industry. And when 
a move does come, it usually comes as a surprise. Re- 
cently, there was reference in the press to the substan- 
tial reduction in earnings of certain tire companies, 
some of which have shown losses, so there was the 
suggestion that at some time there would have to be a 
price increase. But when it would come was not 
known. 

Q The demand has been improved too, hasn't it? 

A That is part of it, but the replacement-tire bus- 
iness in the United States is complex. The tire-manu- 
facturing companies distribute through many types 
of outlets—distributors, mail-order houses, chain 
stores, petroleum companies and, most important, the 
individual dealers. 

Q What are the main reasons for the losses shown 
by some tire companies this year? 

A There has to be some relationship of cost to sell- 
ing price. Either their costs have been too high or 


their selling prices too low. 
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Q Have the major companies shown losses? 

A No, I don’t think so. 

Q Is there a surplus of tires? 

A Inventories have been fully replenished and are 
somewhat higher than they were in prewar. This is 
for two reasons: There are more outlets today and 
many outlets now carry more tires. That is particu- 
larly true of the gasoline stations. 

Q How do you account for the fact that so much 
of your rubber production is confined to a few major 
companies? 

A Well, that is a very simple question to answer. 
In the last 25 years, the number of tire companies has 
decreased from 132 to 24. A lot of small companies 
have become larger companies. Some that were larger 
got smaller and some of the smaller got larger. 

Q What proportion of the business do the first four 
have? 

A I think these four consume atout 60 per cent of 
the rubber used in the United States. 

Q You are one of the four largest? 

A Yes, but our business is quite diversified. We have 
tires, industrial products, footwear, heels and soles, 
and various chemicals and plastics. Our new plastics 
division stems from our research in synthetic rubber. 

Q If and when the Government does turn synthetic 
plants back to private ownership, will they keep 
operating? We understand that was a concern of 


Congress? 
A Yes, and I think there is concern today. Our com- 


pany had a program that would have gone part way in 
the transition from Government to private ownership. 
Our suggestion was to sell or lease the plants to private 
industry and then have Government purchase from 
industry for resale to manufacturing companies what- 
ever quantity of rubber was needed to keep the plants 
operating at the level required for national security. 


‘Germ Warfare’ a Possibility 


Q Supposing the Russians, our one possible enemy 
they talk about around here, wanted to destroy the 
rubber plantations—could they do it with a spray of 
some kind as has been suggested? 

A We ventured that opinion about the time of Pearl 
Harbor when we were trying to stimulate interest in 
rubber production in this country. Our company sci- 
entists convinced themselves and certainly convinced 
me that a few airplanes carrying South American leaf 
disease could do to rubber trees far greater damage 
than the boll weevil does to cotton. 

Q That’s a distinct hazard for us, isn’t it, if all the 
crude rubber sources can be wiped out with a few bugs 
dropped from a few airplanes? We need more syn- 
thetic plants, then, don’t we? 

A We have to have synthetic rubber that will make 
the products that are needed during any period of 
emergency. 

Q Can we fight a war without crude rubber? 

A Yes, but not so well as with crude rubber. I said 
that crude rubber is preferable for large truck tires. 


We could now make a truck tire that would run at 
lower speeds and, if not loaded too heavily, would give 
reasonable performance. So the job could be done 
without crude rubber, but at a great waste of materials 
and also a waste of time—both of which are vital in 
case of war. I think that we went as far in the last 
war as we practically could. In the last few months 
of the war, 86 per cent of our consumption was Ameri- 
can (synthetic) rubber. 

Q Wouldn't Russia be in the same fix? 

A Yes, just as Germany was, although Russia would 
require considerably less rubber for their type of war- 
fare and their type of economy than we would. When 
we had consumption in the United States up to 800,000 
tons a year during the war, we still had allocation, 
rationing and speed controls. I doubt whether Ger- 
many altogether used over 200,000 tons annually dur- 
ing that same period. Our whole transportation system 
is linked with rubber. 

Q Are the tires on passenger cars 100 per cent syn- 
thetic now or do you still mix in some crude? 

A We are required to use a minimum amount of 
synthetic rubber. Each company uses it in its own 
way—some do it one way and some another. 


Synthetic vs. Natural 


Q Is there any reason why you can’t get a synthetic 
rubber as good as the natural? 

A I think one of the handicaps has been the patent- 
pooling agreement. Our scientists believe that it is 
chemically possible in time. I would not hold out any 
hope for real progress under the patent-pooling agree- 
ment or under Government research. It’s interesting 
that the millions of dollars that the Government spent 
on researching rubber during the war and since have 
not resulted in a single important fundamental im- 
provement. Basically, everything stems back to what 
was known before the war. 

Q You think the answer is to eliminate the patent 
pooling? 

A Yes, and Congress directed Government to work 
out something. I understand that it has nearly been 
done but it hasn’t actually been accomplished. 

Q Then you run into the economic problem of oper- 
ating synthetic plants, don’t you? 

A This is independent of operating synthetic plants, 
and certainly in time of another emergency Govern- 
ment would step in just as in the last emergency and 
take over all new discoveries and developments. 

Q Is there any chance that we will get anything 
like a stabilized price for rubber over a. period of 
time? Would the synthetic operate as a stabilizer? 

A Certainly any competition makes for stability. 
As a by-product of the war, we have protection 
against the wide price fluctuations which have hap- 
pened in the past. Crude rubber is no longer a 
monopoly. 

Q And, of course, the crude-rubber monopoly 
was a quasi-government monopoly, too, wasn’t it? 


(Continued on page 40) 
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A Very much so. The International Rubber Reg- 
ulation Plan was inaugurated in 1934 for a five-year 
period and renewed in 1938 or 1939 for another five 
years, but for a year after war had broken out in 
Europe the production of crude rubber was still 
being curtailed under the cartel. In 1940, it was re- 
stricted to 85 per cent of capacity, even though our 
Government at the time was protesting vigorously 
and wanted to stockpile rubber. That shows how 
even a country involved in a war can be blinded. 
It also shows how international cartels can jeopar- 
dize national security. 


Effects of Devaluation 


Q What is going to be the world situation in rub- 
ber, Mr. Collyer, in the next year or so, particularly 
as so much of the rubber-growing area is affected 
by currency devaluation? 

A First, let us look at what has already happened 
as the result of devaluation. Around the first of 
1949, crude rubber was selling for about 19 cents a 
pound in New York. Then there was some concern 
about the business outlook in this country and the 
demand for rubber eased up considerably. During 
June, July and August, the price of crude rubber 
averaged about 161% cents, then moved up to 18% 
cents just before devaluation. 

It seems to me that, if there had to be devalua- 
tion, the timing was just about right from the stand- 
point of the rubber growers. We were buying rubber 
in larger quantities again, following the early 1949 
tire-inventory liquidati»n. Although rubber grow- 
ers have expressed some disappointment as to what 
devaluation has done for them, actually it could 
have been a lot worse. If the price of rubber had 
gone down the full 30 per cent, the U. S. price would 
then have been about 12'% cents. Actually, it de- 
clined 10 per cent, to 1614 cents. But the Malayan 
dollar price went up about 20 per cent at once, and 
has been steadily strengthening since. Today, the 
U.S. price is about 1714 cents. 

Q So the rubber grower is now getting more for 
his rubber than before devaluation? 

A Yes, he is getting more per pound in his own 
currency and he is also getting a higher total of 
U.S. dollars. In 1948, before devaluation, we paid 
out about double the U.S. dollars for the rubber 
we imported into our country than we did in 1939. 
But just before devaluation the British were not 
getting all of the dollars that we paid for rubber 
produced in the sterling area. Much of this rubber 
was being purchased by other countries with what 
might be called “gray-market sterling,” and was 
then reshipped to the United States, so that our 
dollars went to the reshipping country. That was 
probably one of the factors which made devaluation 
necessary. This is still going on to some extent but 
the British are now getting a larger share of the 
dollars we pay for rubber. 

Q One of the purposes of devaluation was to 


stimulate you to buy more crude rubber from them 
and to use less synthetic, wasn’t it? They must 
regard the synthetics as quite a threat to their fu- 
ture, don’t they? 

A I think that they realize that crude rubber 
now has a competitor. We, as users of rubber ma- 
terials, want whatever gives us the best value—the 
best possible product at the lowest possible cost. We 
tell our rubber-growing friends that in large truck 
tires, for instance, there is no material today 
which is the equal of crude rubber. Military 
tires are mainly in the same category as truck tires, 
and that is why our Government has to stockpile 
crude rubber as protection in the event of another 
emergency. 

Each year there has been a reduction in the ton- 
nage of American (synthetic) rubbers consumed 
and in the percentage to total rubber consumption. 
The first year after the war, the rubber growers had 
their problems and weren’t able to get out nearly 
as much rubber as before the war, so 73 per cent of 
the rubber we used was American (synthetic) rub- 
ber. In 1949, we consumed about 40 per cent 
American rubbers, partly because of necessity, since 
world production of crude rubber was only about 
1.5 million tons while world demand for new rubber 
was 1.9 million tons, and partly because of the 
superior qualities of American rubber for some uses. 

It is fortunate that we had the American rubber 
because without it our nation’s reconversion to 
peacetime production would have been greatly 
handicapped. Our transportation system would 
have been practically at a standstill. The automo- 
tive and electrical industries, for example, couldn’t 
have gotten going. 


The Demand for uber 


Q What has been happening to the curve of de- 
mand in rubber? 

A The peak prewar consumption in the United 
States was in 1940, when we consumed 651,000 
long tons. We exceeded expectations in 1946 when 
consumption was 1,039,000 tons. In 1947, we 
climbed to 1,122,000 tons, and, in 1948, dropped 
back to 1,069,000 tons. We consumed about 975,000 
tons in 1949. 

Q So this demand has flattened out, do you 
think? 

A Both world consumption and U.S.A. consump- 
tion, which traditionally has been more than half 
the world consumption, are on a new high plateau. 
Naturally, the lot of rubber is linked with the 
lot of general business and of transportation. 
We look on rubber as being a growth indus- 
try. In 1949, we consumed 14.6 pounds of rub- 
ber per capita in the United States while the rest 
of the world consumed nine tenths of a pound per 
capita. We point out the possibility of stimulating 
consumption in those areas of the world where it is 
very low. 
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WOODROW WILSON—MAN OF HALF CENTURY 


By DAVID LAWRENCE 


If decisive influence upon the course of world 
affairs is the criterion in determining what man 
during the first half of this century did most for 
mankind, then the fateful heroism of Woodrow 
Wilson transcends the claims that may be offered 
in behalf of anyone else. 

For it was Woodrow Wilson who turned America 
away from more than a century of aloofness and 
traditional isolation and placed her mighty indus- 
trial and military power at the disposal of the free 
democracies of Europe and thus tipped the scales 
on the side of victory in World War I. This af- 
fected the whole destiny of our modern civilization 
and kept aloft the torch of democracy which had 
burned so brightly since our own War for Inde- 
pendence and the French Revolution. 

It was Woodrow Wilson who in his war message 
of April 1917 unhesitatingly recommended to Con- 
gress the conscription of our manpower, the exten- 
sion of unlimited financial aid to our allies, and 
the prompt dispatch of an American expeditionary 
force to battlefields more than 3,000 miles away. 

It was Woodrow Wilson who in 1918, at the 
critical moment of the war, insisted on a unified 
command among the Allied armies and not only 
recommended Marshal Foch as Supreme Com- 
mander but stood staunchly behind him in the great 
decisions of World War I. 

It was Woodrow Wilson who promulgated the 
doctrine of the “self-determination of peoples” 
from which has since come a recognition of inde- 
pendence movements in Ireland, the Philippines, 
India, Burma, Israel, Indonesia, to say nothing of 
the struggles for democracy in Central Europe un- 
happily thwarted now by another autocracy. 

Birth of an international conscience: It was 
Woodrow Wilson who gave the world an inter- 
national conscience. He sought to secure for the 
world through the League of Nations not only a 
system of collective security but the maintenance of 
the territorial integrity and independence of all 
nations, large and small. 

It is no disparagement of his record that America 
switched back to isolationism in 1920 and forsook 
the League by refusing to accept its obligations. 
It is no disparagement either that the Charter of 
the United Nations corrected some of the mistakes 
experienced with the Covenant of the League. It is 
no disparagement of Woodrow Wilson’s record that 
a Hitler arose to threaten democracy again and 


based his aggressive action on the mistaken as- 
sumption that the turn to isolationism in America 
in the ’20’s was an assurance against our participa- 
tion in a second world war. 

It is natural that the great eloquence and ex- 
traordinary pen of Winston Churchill should com- 
mand attention for him in choosing the Man of the 
Half Century. But, while Churchill saved his own 
country by his courage in 1940, the die had already 
been cast for American cooperation in World War 
II by the decisive steps “short of war” taken by 
President Franklin D. Roosevelt when Holland and 
Belgium were invaded in May 1940. 

If decisive influence on the course of world his- 
tory is the yardstick of measurement, then Frank- 
lin Roosevelt would appear to stand higher than 
Winston Churchill—not by reason of any invidious 
comparisons of ability or personality, but solely 
because of the immense power which Mr. Roose- 
velt wielded and the decisions he made to use that 
power in the best interests of mankind. 

Goals of human happiness: Franklin Roosevelt 
ultimately carried foward what was left undone 
when Woodrow Wilson’s principles were aban- 
doned in 1920 by an isolationism which was to hold 
fast in both our political parties for nearly two 
decades afterwards. Even Mr. Roosevelt in the 
spring of 1932, as he campaigned for the Demo- 
cratic nomination for the Presidency, wrote that 
he considered the League of Nations as “dead.” He 
displayed no fervor about reviving it until 1945 
when he exacted from Stalin at Yalta a pledge to 
help build the United Nations. 

If the course of history is to be influenced in the 
future by some form of world government or world 
discipline or by some formula of collective security, 
the ideals for which Woodrow Wilson gave his life 
must be viewed as the Ideals of the Century. They 
represent still the stirring manifestation of a con- 
science among the peoples of the world. They are 
still the aspirations of men and women, whether 
oppressed behind the “Iron Curtain” or elsewhere. 

We have not yet come close to those goals of 
human happiness for which Woodrow Wilson 
strove so valiantly. But Woodrow Wilson’s passion 
for human freedom in an international sense and his 
recognition of the ever-increasing need for liberal- 
ism in a national sense are today the very essence 
of such progress as we have made in recent years 
not only in America but throughout the world. 
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(This article represents the result of an 
extensive research on a problem of out. 
standing importance in National Affairs.) 


FATTER POCKETBOOKS FOR MOST 


Sales Will Soar as Incomes Reach New Highs 


There will be more money 
for nearly everybody in 1950. 
Wages, investments, profits, ev- 
erything except farm income is 


going up. 

Incomes are to reach 217.7 bil- 
lion dollars, nearly triple 1940. 
Americans will have almost 200 
billions to spend, after taxes. 

Present trend means a big de- 
mand and growing market for 
everything from belt buckles to 
bonds. 


Most people are to be better off 
financially in the year ahead than in 
the year past. Incomes, as a rule, are 
to be as high or higher. Those in- 
comes, when spent, will buy more of 
most things than in 1949. 

Veterans get an income windfall in the 
weeks just ahead that will reach 2.8 bil- 
lion dollars. Wage earners are continuing 
to get pay raises here and there. The legal 
minimum wage will go to 75 cents an hour 
January 25, giving raises to many. Stock- 
holders find that dividend payments are 
holding high. Businessmen, doctors, law- 
yers generally are doing better than in the 
year past, and should do still better in the 
year ahead. Only farmers among big 
groups in the population are taking in- 
come cuts of substantial proportions. 

Incomes of individuals, declining in 
the first half of 1949, now are in a rising 
trend again. To put these facts and figures 
into focus: 

In 1946, first full year after war, per- 
sonal incomes were at a total of 176.9 bil- 
lion dollars. That was the start of postwar 
rounds of rising wages and prices. 

By 1948, the big year of boom, in- 
comes had risen to 211.9 billion dollars, 
and that looked like the top. Wages had 
gone through three spurts upward. Spend- 
ing by Government was in a new rise. 
Business had hummed. Farmers were en- 
joying unprecedented prosperity, supply- 
ing peoples abroad and those at home. 

In 1949, on the basis of official esti- 
mates, personal incomes set a new high, 
even above 1948, in spite of reduced em- 
ployment and some decline in farm in- 
come. Wage payments were higher as a 
result of higher pay scales. Rents were 
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rising so that landlords finally were get- 
ting a bit more. Investors received a 
larger total of dividends. 

For 1950, on the basis of all present 
signs, incomes available for spending and 
for saving are to rise again. Insurance re- 
funds will pour out dollars for veterans. 
Spending of cash by Government will 
reach peacetime records, Wage rates are 
to go on rising gradually. Business profits 
are to hold at high levels. Doctors, law- 
yers, Others in professional practice are 
to enjoy new prosperity. Resulting pros- 
pect is that incomes, in total, will average 
917.7 billion dollars for the year 1950. 
That would be nearly three times the in- 
come of prewar 1940. 

Who gets the income is a question 
that people ask. And what becomes of the 
money is a matter of interest. 

Workers for wages and salaries make 
up the group that is getting the largest 
slice of personal income, and one of the 
largest gains. Altogether, emploves got a 
135-billion-dollar share in 1949. That was 
nearly two out of every three dollars of in- 
come in U.S. And it was almost three 
times what workers got in prewar 1940. 
This vear, in 1950, workers should fare 
still better. Their share of income is likely 
to be 138.6 billion. 

Factory workers are an example. They 
face a prospect of gradually rising hourly 
and weekly earnings. In 1949, they aver- 
aged $1.403 an hour. In 1950, an aver- 
age of at least $1.42 is likely. That means 
an increase of about 60 cents a week for 
a typical worker. But many factory work- 
ers will get far more than that, while 
others get less. 

Business proprietors and professional 
workers, as a group, also face brighter 
prospects than they enjoyed during 1949. 
Greater business activity is counted on to 
do the trick. These self-employed persons 
took in a total of 24.2 billion dollars dur- 
ing 1949. That is well over three times as 
much as they made in 1940. In 1950, they 
should net about 24.6 billion dollars. 

Lawyers provide an example of this big 
group. Independent lawyers—like doctors 
and dentists—always find their services in 
greater demand and their fees paid up 
more promptly when incomes are high 
and rising. As a result, the lawyer who 
made $5,719 in 1948—and that was typi- 
cal—probably netted about $6,000 in 
1949. This year he should clear at least 
a few hundred dollars more than that. 
Typical independent lawyer in 1939, by 
contrast, netted $2,704. 

Physicians face a similar prospect in 
1950, and so do dentists. Right now, the 
typical physician enjoys a considerably 
higher income than the lawyer, while the 
dentist gets along on a bit less than the 
lawyer. That rating is not likely to shift 
much this year. But all three groups are 
to do better. And the typical owner of a 
business should find it easy to take more 
cash out of his enterprise this year than 
he did in 1949. 
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Farmers, on the other hand, are to 
take a cut in income. But that cut now 
looks smaller than it did a few months 
ago. Altogether, the share of personal in- 
come going to farmers was about 14.9 
billion dollars in 1949. That was far less 
than in 1948, but it still was well over 
three times the farmers’ 1940 share. In 
1950, farmers probably will take in a net 
of about 13.2 billion dollars. 

The typical livestock farmer in the corn 
belt is an example. In 1948, his net in- 
come was about $6,970. In 1949, with 
farm prices down substantially, he made 
about $6,150. This year his income is 
likely to be around $5,450. Thus, he is to 
make far less than he did in 1948. But 
back in prewar days, from 1937 to 1941, 
he cleared an average of little more than 
$2,000 a year. 

Investors, for their part, are in line for 
a slice of the additional income this year. 
But their increases will not be uniform, or 
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nearly eight times the 1940 tax bite felt 
by individuals. 

Left for the individual, even so, will 
be about 197.6 billion dollars. That means 
people will have available about 5. bil- 
lion dollars more than they had in 1949. 
And each of those dollars will go further, 
will buy a bit more when spent at retail. 
(See page 15.) Result is likely to be a 
record demand for all kinds of retail prod- 
ucts and services. 

Spending by consumers on_ food, 
clothing, housing and other goods and 
services probably will add up to about 
182.5 billion dollars. That is an increase 
of 3.7 billion dollars over 1949. Most 


families, it appears, will be better fed this 
year than last. And they should be better 
housed and clothed. After paying the 
ordinary expenses of living, the average 
family probably will find something left 
over each week to put into a television set, 
a better car, or some other purchase that 





-—Ewing Galloway 


. .. @ backlog of buying power 


large. Together, they got 23.9 billion dol- 
lars of last year’s total, for what was easily 
the smallest increase that any major group 
has enjoyed since prewar years. In 1950, 
their share is expected to increase slightly, 
to about 24 billion. Landlords, owners of 
rental dwellings, may get the big increase 
in this group, as home rents are allowed 
to rise gradually. Stockholders, bondhold- 
ers and persons who depend on other 
rental income may find little difference in 
their 1950 incomes. 

That, briefly, is the prospect for per- 
sonal income, group by group, in 1950. 
What it all means is to depend on what 
people do with their money. 

Uses of income in 1950 are to be 
something on this order: 

Personal taxes this year will take 
about 20.1 billion dollars out of the 217.7 
billion dollars of personal income in U. S., 
as the chart on page 42 shows. This is 


the budget could not stand during 1949. 
But not all the extra income will be spent. 

Saving by individuals is expected to 
increase sharply. It probably will be about 
15.1 billion dollars in 1950. Last year in- 
dividuals put aside only 13.8 billion—and 
in 1940 only 3.7 billion. What that points 
up is a potentially bigger demand for 
corporate securities, for the services of 
savings and loan institutions, and for new 
homes. It points, too. to a backlog of buy- 
ing power that can come in handy if any 
business setback later on should reduce 
incomes and current purchasing power. 

In sum, the outiook is for a gradual rise 
in the amounts of cash that people will 
have at their command during 1950. 
What that means is an expanding market 
for just about everything from belts to 
bonds. It means, too, that most families 
are likely to enjoy more and more of the 
good things they want during 1950. 


43 




















Labor Week. 


——J 


CONGRESS PURGE: UNIONS’ 1950 AIM 


Pay Demands Give Way 


For labor, 1950 is to be a 
political year. Wages will stay 
where they are in some indus- 
tries. Few big strikes are likely. 

Unions’ one big aim is to elect 
a Congress that will repeal Taft- 
Hartley Act. Millions will be 
spent to bring that about. 

Present Congress is written off 
as antilabor. Issues pushed with- 
out success in 1949 will be car- 
ried to voters in 1950. 


Labor unions, looking ahead through 
1950, are out to make their influence 
felt in politics in a big way. Wages, 
pensions and improved working con- 
ditions will continue to be issues, but 
labor’s chief aim is to win control of 
Congress in 1951. 

The present Congress, with its coali- 
tion of Northern and Southern conserva- 
tives, is written off as a labor liability. 
Hope of winning repeal of the Taft-Hart- 
ley Act before 1951 is abandoned. Little 
prolabor legislation is expected to come 
out of Congress this year. 

Wage demands in some industries are 
being put aside for 1950. In other indus- 
tries there will be a clamor for pay in- 
creases, for pensions and health insur- 
ance, But strikes, growing out of these 
demands, are not likely to be as numer- 
ous or as troublesome as in 1948. 

In politics, the ClO, AFL and inde- 
pendent unions are working toward the 
same goal. They want to defeat those 
members of Congress who support the 
Taft-Hartley Act. To do this, they now 
are collecting money from members and 
expect to spend millions of dollars. 

A big get-out-the-vote campaign is the 
first step. Union leaders hope to send a 
heavy labor vote to the polls in the off- 
year elections when voting normally is 
lighter thar in a presidential year. 

Voting score cards are being sent to 
union members by their officials. These 
lists show how Congress voted on various 
issues, including some affecting farmers 
as well as industrial workers. This is part 
of labor’s effort to combine its strength 
with the farm vote. 

An AFL score card, which is typical 
of those being issued, indicates that the 
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AFL intends to oppose 26 Senators and 
81 Representatives. Only three Demo- 
crats are listed as having unfavorable 
scores: Senator Harry F. Byrd, of Vir- 
ginia, and Representatives Thurmond 
Chatham and Alfred L. Bulwinkle, both 
of North Carolina. 

This AFL list of unfavorable votes in- 
cludes six Republican Senators whose 
terms expire this year: Robert A. Taft, 
of Ohio; Eugene D. Millikin, of Colo- 
rado; Homer E. Capehart, of Indiana; 
Bourke B. Hickenlooper, of Iowa; Forrest 
C. Donnell, of Missouri, and Alexander 
Wiley, of Wisconsin. 

CIO’s efforts are to be centered mainly 
in about 166 districts, according to CIO 
Political Action Committee officials. They 
hope to add 25 friendly votes in the 
House and 8 in the Senate. With those 
additions, the unions would have a friend- 
ly Congress, officials predict. CIO-PAC 
is not issuing a “purge” list this year, but 
will allow each congressional district or 
State PAC to select its own candidates. 
Voting records of those now in Congress, 
however, will play a big part in making 
these selections. 

Union officials admit that most of their 
legislative program must be postponed 
until more prolabor members are sent to 
Congress. However, labor leaders are 





CIO-PAC OFFICIALS 


to Legislative Program 


hoping some additional “Fair Deal” meas- 
ures will clear Congress this year. 

The 1950 Congress is being asked 
by labor to enact several measures side- 
tracked in the last session. 

Social Security expansion, a labor 
demand, stands a good chance of ap- 
proval in 1950. Unions want Senate pass- 
age of legislation approved last year by 
the House. This legislation would in- 
crease benefits and bring nearly 11 mil- 
lion more workers under coverage of the 
Act. (See page 20.) 

Taft-Hartley Act repeal will be sought, 
but with no hope of success. The issue 
will be labor’s principal rallying cry in 
the campaign. 

Civil-rights legislation, also demanded 
by labor, will get attention from Con- 
gress, with passage of part of President 
Truman’s program possible. 

Health insurance, backed by labor, 
probably will be sidetracked by Con- 
gress and become a campaign issue. 

Bigger unemployment benefits, with 
the Federal Government fixing minimum 
standards for States to follow, also are 
on labor’s legislative list. 

Wage issues will not be pushed by 
many unions during 1950 as they con- 
centrate on their political and legislative 
campaigns. 
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OUTLOOK FOR STRIKES 


Strikes and wage demands are related 
in any year to the dates when contracts 
expire between employers and unions. A 
timetable of such dates in 1950 indicates 
that the year should not be a big one for 
strikes. It also shows that wages in some 
important industries are to be frozen at 
present levels throughout the year. 


For example: 


In steel, no wage increase is possible 
before Jan. 1, 1951. Strikes unlikely. 


In autos, strike outlook also is favor- 
able. Ford wage contract closed until Janu- 
ary, 1951. General Motors contract runs to 
May 29, 1950. Chrysler and other com- 
panies now negotiating new contracts. 


Coal outlook is uncertain, with miners 
on three-day week and union and opera- 
tors unable to agree on new contract. Some 
strikes in 1950 likely. 


Electrical-equipment contracts, in 
mest companies, expire in April and May. 


Meat-packing contracts expire in 
August, but may be reopened on wages 
in February. 


In textiles, unions may not demand 
raises in woolen mills before August. In 
cotton mills, no wage demands expected 
before September, maybe not then. 


Rubber contracts are being negotiated 
now in some plants. B. F. Goodrich workers 
can reopen on wages after April 14. 











Raises, however, are to be sought by 
various unions whose contracts are not 
frozen for the year. The AFL talks of 
increases averaging 10 cents an hour. 
Most AFL unions negotiate on a local- 
area basis rather than industry wide. 
This means that the AFL demands vary 
considerably by regions. Also, the AFL 
unions do not have as much effect in fix- 
ing a national wage pattern as do some 
of the big industrial unions of the CIO. 

A wage freeze is in effect in several 
major contracts, as shown in the table 
above. The CIO Steelworkers, which 
often fixes a wage pattern for the coun- 
try as a whole, is bound by its contract 
not to strike during 1950. Some of the 
unions that have a right to seek raises 
this year may not do so unless the cost 
of living rises considerably. 

Strikes will occur in some industries, 
but federal officials expect a quieter 
strike year than in 1949. Union officials 
would rather have their members devote 
their time and money to political action 
in 1950 than to striking. 

Pensions and health-insurance plans 
will be demanded by many unions whose 
contracts were negotiated last year be- 
fore the steel and auto unions won pen- 
sion and insurance programs. 

Interunion quarrels are adding to 
employers’ troubles this year. The electri- 
cal-equipment industry is the first to feel 
the effects of the split in CIO. The Na- 
tional Labor Relations Board, however, 
will settle many of these disputes through 
elections to determine whether workers 
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in a plant want to be represented by the 
left-wing Electrical Union or the new 
CIO Electrical Workers. Similar disputes 
are due to arise in several other industries 
as left-wing CIO unions are expelled by 
the parent organization. 


OPERATORS’ CASE 
AGAINST MR. LEWIS 


Coal operators, in looking around for a 
way to get miners back on a full work 
week, are finding that the Taft-Hartley 
Act offers two types of injunction that can 
be used against John L. Lewis. 

The first type of injunction, which the 
operators asked for earlier, can be ob- 
tained by the Attorney General to prevent 
a strike that threatens the national health 
or safety. This injunction can remain in 
effect for not more than 80 days. Presi- 
dent Truman has hesitated to use this 
power in the current coal dispute on the 
ground that a national emergency does 
not exist while miners are working three 
days a week. 

Mr. Truman used this injunction power 
against M1. Lewis in 1948. Defiance of 
the order cost the United Mine Workers 
$1,420,000 in fines. The unfair-practice 
injunction also used against Mr. 
Lewis in 1948, when the Southern coal 
operators charged he was refusing to bar- 
gain with their Association. Mr. Lewis 
then entered into negotiations and no fine 
was imposed. 

The second form of injunction, now 
asked by coal operators, can be invoked 
when the General Counsel of the National 

Labor Relations Board finds that violation 
of the Taft-Hartley law is endangering 
the public interest. If he so finds, General 
Counsel Robert N. Denham then may ask 
a federal court to enjoin a union from tak- 
ing action that he believes is in violation 
of the Taft-Hartley Act. 

Such an injunction continues in effect 
until the NLRB issues its decision in the 

case. It took NLRB nearly 11 months to 
decide an earlier coal case. 

The three-day work week prompted the 
Southern Coal Producers’ Association to 
ask Mr. Denham to get an injunction. The 
short work week has caused spot short- 
ages of coal in various areas, especially of 
high-grade household coal. Some railroads 
also are running short of coal, and several 
lines were forced to seize soft coal ordered 
by other consumers. Public utilities and 
most other industries reported sufficient 
stocks of coal on hand for the time being. 

New charges against Mr. Lewis, 
filed last week by Joseph E. Moody, presi- 
dent of the Southern Association, sought 
to back up the Association’s contention 
that the three-day work week should be 
halted by injunction. 

The three-day week, according to 
Mr. Moody’s argument, is illegal because 
it is being used by Mr. Lewis in an effort 
to compel the operators to sign a “union 
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shop” contract. The NLRB has ruled ip 
other cases that a strike is illegal when it 
is designed to force employers to sign an 
illegal contract. 

The law prohibits the “union shop” pro- 
vision from being inserted in contracts 
unless the workers involved have given 
their consent by majority vote in an NLRB 
election. Mr. Lewis cannot obtain such an 
election as long as he refuses to sign a 
non-Communist affidavit. A “union shop” 
has been in effect in the mines, requiring 
employers to hire only union members, 
although some of the operators objected 
that this was illegal without the election. 
NLBB has ruled that Mr. Lewis is not en- 
titled to the “union shop” and the Board's 
request for court enforcement of its orde1 
is pending. 

The welfare fund of the United Mine 
Workers also is attacked by Mr. Moody. 





JOSEPH E. MOODY 
... challenged the 3-day week 


He contends that the fund has been ad- 
ministered in a way that forces all miners 
to join the union, since benefits are paid 
only to members of the union. 

Refusal to bargain is another charge 
filed against Mr. Lewis by Mr. Moody. 
The operators contend that Mr. Lewis 
failed to negotiate in good faith in earlier 
bargaining sessions. They accuse him of 
declining to put any demands on the table 
in their conferences. In recent weeks, the 
operators contend, he has refused to at- 
tend meetings with them. 

Interference with the operators’ selec- 
tion of their own bargaining representa- 
tive also is charged against Mr. Lewis in 
the operators’ petition. They argue that 
he had no right to sign contracts with in- 
dividual coal companies while ignoring 
the bargaining committees set up by the 
various coal associations. 
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Trend of American Business 








iled in 
vhen it 
12n an 
24th and N Streets, N.W. 
D” pro- Washington, D. C. 
ntracts 
given 
re. Mixed trends are appearing in the price structure--some ups, some downs. 
sign a Net effect is toward leaving the general level of prices about where it is now. 
shop” Retail prices, on the whole, have been stable since August. The Bureau of 
juiring Labor Statistics finds no significant price change in its latest report. 
mbers, Clothing prices are reported at the lowest level in two years--down by 7.5 
jected : 
iis. per cent. Cuts were noted for rayon dresses and slips and women's coats. Men's 
ot en- shirts are down in price, but overcoats are up. Suit prices are steady. 
oard’s Housefurnishings are up a bit because of higher prices for sheets, rugs, 
order mattresses, some appliances. Furniture-price trend is mixed, with lower prices 
reported for bedroom and dining-room furniture, while living-room suites are up. 

Food prices haven't changed significantly since August. Coffee, fruits and 
vegetables are up, but shortening, meat, poultry, dairy products are down. 

Rents continue their creeping rise since the relaxation of controls. 

Upshot of it all is that cost of living appears to be stabilizing. 
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How merchants gauge the price trend is indicated in winter catalogues for 
mail-order houses. They establish prices about six months ahead of publication. 

Mail-order prices are down from last Summer. Cuts range from 3 to 36 per 
cent for Sears, Roebuck & Co., 10 to 25 per cent for Montgomery Ward & Co. Cuts 
apply on women's coats, home freezers, automobile batteries, electric washers. 

Television sets also are coming down in price. One manufacturer slashed 
$60 from a medium-priced model and $80 from an expensive combination model. 

Automobile prices apparently are holding for lower-priced cars, but are 
being cut in higher-priced lines. Buicks are to sell from $65 to $310 less. 
Oldsmobile is cutting one model by $65. 

Soap prices are still falling and so are prices quoted for shortening. 

















The trend, however, is not all down. Steel prices are up as other firms 
follow the lead of major producers. Zinc prices advanced a fourth of a cent to 
10 cents a pound. Copper and lead are above their recent low points. Tires are 
being advanced in price for original equipment. Replacement tires already have 
gone up. Price changes, however, are not great either way. Prospect is that 
; processors will absorb higher costs in quoting prices for finished goods. 











Me: Coal dispute appears to be headed for a showdown. Coal operators present a 
paid solid front to John L. Lewis, give no sign of truckling to his demands. 

Lewis strategy apparently aims at putting public and industrial pressure 
arge on operators so that they will accept his terms in order to mine more coal. 
~ A three-day week in coal mines is reducing supplies, may curtail railroad 
shies schedules, cause some hardship in other industries, even in home heating. 

n of Operators, however, have taken the initiative. They want the Labor Board 
able to get a court order lifting the three-day week. Then they want the Board to 
the hear their charges that Mr. Lewis is refusing to bargain and trying to force 
hee. mineowners into a “union-shop" agreement that violates the Taft-Hartley Act. 
Southern operators started the proceedings, but Northern operators approve. 











slec- 
nta- 
is In A showdown in the coal industry could bring an atmosphere of industrial 
that peace. Mr. Lewis is the chief holdout among labor leaders. AFL demands next 
Pei year for higher wages are not likely to lead to major strikes. Most AFL unions 
the (over) 
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TREND OF AMERICAN BUSINESS--(Continued) 


deal on a company-by-company basis. Most CIO unions are tied up with contracts. 


What people do with savings sheds some light on investment problems. 

Life insurance is the most popular method of saving. About three fourths of 
the people who save use life insurance as a place to put their savings. 

Bank accounts and Government bonds stand next in popularity. More than a 
fourth of the savers in the population added to their reserves of liquid assets. 

Real estate investments come third. Payments on home mortgages are made by 
nearly a fifth of the people who report additions to their savings. 

Retirement funds get payments from 14 per cent of the country's savers. 

Security investments trail far behind in popularity. Only 2 per cent of the 
Savers reported purchases of corporate stocks and bonds. 

These findings are made in a survey of consumer finances conducted for the 
Federal Reserve Board. They suggest why businessmen complain about difficulty 
in raising risk capital. Most people want safety, shy away from ventures. 

















It's not that people don't save. The survey finds that savers outnumber 
people who spend more than they earn by two to one. "Spending units" totaling 
52 million were counted as savers, against 15.5 million that dipped into re- 
serves. Net saving for 1948 amounted to 12 billion dollars. It's probably just 
as high for 1949, if not slightly above the 1948 level. 


The survey also suggests that high taxes may influence savings policy. 
Federal income tax is found to take 9 per cent of people's money income. 
That is the average for all families, from the lowest to highest income group. 
The taxload equals the amount people spent in 1949 for automobiles and 
other durable goods such as furniture, radios, refrigerators, washing machines. 
Savings, in the aggregate, amount to 7 per cent of total money income. That's 
the total after deducting the offset by people who dipped into reserves. 
Nevertheless, indications in the survey are that people as a whole pay more 
in taxes than they put into savings. That may account in large part for the 
preference for safety when it comes to seeking a source of investment. 








A breakdown of income groups gives more clues on savings. People in the top 
fifth of the income scale pay 13 per cent of income in taxes, save 14 per cent; in 
next highest fifth, ratio is 6 per cent and 6 per cent; third fifth pays 5 per 
cent in taxes, saves 3 per cent, fourth and lowest fifths, in aggregate, spent 
more than they earned, although these groups were taxed, too. In all income 
brackets, taxes equal or exceed the net savings for the group. 











Delivered pricing evidently is to continue as a problem for some firms. 

Federal Trade Commission is advised by a top staff man that the proposed 
compromise for the steel industry is too vague and indefinite and will not bar 
the basing-point price system that FIC charged was part of a price-fixing plan. 

Basing-point bill now before the Senate is running into trouble. A group of 
Senators, including Senator O'Mahoney, of Wyoming, who sponsored the original 
bill, are opposed to the pending measure as a threat to small business. 

Outlook is that the Senate will delay action until the Supreme Court and 
FTC clarify the law as it stands in regard to pricing practices of industry. 














Commodity markets are likely to get tighter controls over speculation. 
Commodity Exchange Authority suggests that speculative limits be placed on eggs, 
soybeans, wool tops, cottonseed oil. Limits now apply to grains and to cotton. 

Idea is to prevent market disturbances by limiting volume of commodities 
that speculators may hold. Limit on wheat futures is 2 million bushels. 





Small business firms are to get a break on Government contracts. In case 
of a tie bid between a small and a large firm, the small firm gets the award. 
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e’ve Been Askeds 


ABOUT DATES TO REMEMBER IN 1950 


There are many important dates in 
1950 to keep in mind. Some are dates 
affecting taxes. Others affect control of 
rents. Changes are made this year in 
wage-hour rules, and employers must 
know when to put them into effect. 

Congress will have to decide in the 
months ahead whether to continue cer- 
tain laws, or to let them die. These cover 
such things as rent control, the draft, 
housing loans and various controls, some 
of which are holdovers from the war, 
but are due to expire in 1950 under pres- 
ent law. Meanwhile, nearly everyone 
has an interest in some of the upcom- 
ing dates. What follows is a calendar of 
many of the dates that must be watched 
in 1950. 


Whatare important dates in January? 
January 1 was important for both em- 
ployers and employees. For the Social 
Security pay-roll tax on each went up to 
14 per cent at the start of 1950. That in- 
crease from 1 per cent must be reflected 
in pay checks handed out on the first pay- 
day in the new year. 


January 15 is an important date for a 
large group—veterans of World War II. 
That is the date on which the Veterans’ 
Administration plans to mail the first of 
its insurance-refund checks to veterans. 
That refund will involve, when com- 
pleted, payment of about 2.8 billion dol- 
lars to about 16 million veterans. 


What must taxpayers do in January? 
January 16 is the final date this year for 
making the last quarterly payments on 
the estimated tax for 1949 by persons who 
filed tax declarations and still owe some- 
thing. Taxpayers are given an extra day 
for this because January 15, falls on Sun- 
day this year. 


January 16 also is the deadline for farm- 
ers to make their first estimates and pay- 
ments on 1949 income tax. If they prefer, 
however, farmers may take advantage of 
a change in tax laws that allows them to 
make final returns and full payment on 
January 31, and thus eliminate the Janu- 
ary 16 declaration altogether. 


Are there other dates in January? 
January 25 is the date by which employers 
covered by the Fair Labor Standards Act 
are supposed to comply with the new 
wage-hour rules, The changes in the rules 
cover white-collar workers and also raise 
the minimum wage to 75 cents an hour. 
Some changes also are made in regulations 
on overtime payments and employment 
of minors. 
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How about February? Are there im- 
portant dates then? 

Yes, there are several. One is February 
15, when thé Government puts into effect 
its new policy against guarantee of hous- 
ing loans on property where racial cove- 
nants are recorded on or after that date. 
This policy applies to housing loans in- 
sured or guaranteed by the Federal Hous- 
ing Administration or by the Veterans’ 
Administration. 


In February some lending powers of the 
Government end, unless extended by 
Congress. Last October, Congress ex- 
tended only until February 28 the power 
of the Federal Housing Administration to 
insure rental-housing mortgages under 
Section 608 of the National Housing Act. 
The same deadline was placed on insur- 
ance of loans for improvement or altera- 
tions of homes. 


What is the next date to remember? 
March 15 is, for most people. That is the 
date when final income tax returns for 
1949 must be filed and payments made 
by those who have not done so before. It 
also is the date for filing tax declarations 
of estimated 1950 income. For some, it 
is also the date for making first quarterly 
payments. 


What is scheduled for April? 

April will open with an event that comes 
only once every 10 years. That is the 
taking of a national population census. 
This year questions will cover such mat- 
ters as housing and farming, and _ in- 
quiries will be made of some persons 
about their incomes. 


Also in April, employers make a change 
in the method of handling their tax re- 
ports. Beginning with the first quarter of 
1950, employers will use a new combined 
form for reporting to the Treasury on in- 
come taxes and Social Security taxes 
withheld from the pay of their employes. 
This Form 941, previously tried out in 
the Baltimore district, must be used by 
all employers on April 30 in reporting 
on withholdings during the first quarter 
of 1950. 


What's the next date in 1950? 

For many young men und their families, 
June 24 is an important date under pres- 
ent law. That’s when the present Selec- 
tive Service Act expires, unless extended. 
Although no one has been drafted for 
nearly a year, the law still is on the books. 
Young men 19 through 25 still could be 
drafted, and 18-year-olds are required to 
register. 


In June, do many laws end? 

Yes. Several control laws are scheduled 
to end June 30. Some of these probably 
will be extended, but others will not. 


National rent control would end on June 
30 under present law. 


Rubber control also would end on June 
30 under present law. The Government 
has power, until that time, to control 
such things as use and inventories of 
both natural and synthetic rubber. But 
these controls already have been con- 
siderably eased. And the RFC recently 
announced that the wartime pool of syn- 
thetic-rubber patents and technica! in- 
formation was being ended. 


June 30 also is the scheduled date for 
the Government to end its power te con- 
trol imports of such items as tin, fats and 
oils and rice. But use of this power has 
been greatly reduced in recent months. 
In the same way, the control of domestic 
use of tin, also scheduled by law to end 
in June, has been discontinued almost 
completely. 


Do June dates affect veterans? 

On June 30, veterans are scheduled to 
lose their preference in renting or buy- 
ing new homes and apartments. 


Are there other dates in June? 
The Displaced Persons Act, providing 
for entrance into U.S. of DP’s, will end 
June 30, unless extended. Efforts are 
certain to be made to get Congress to add 
at least a year to the life of this law. 


On June 30, the Maritime Commission 
is due to lose its authority to charter 
ships under the Ship Sales Act. June 30 
also is scheduled to see the end of the 
suspension of copper tariffs. 


Above are some, but not all, of the im- 
portant dates in 1950. For farmers, there 
also will be important changes in price- 
support and crop-control regulations of 
the Department of Agriculture. These 
will include announcements of further 
acreage allotments for 1950 crops. But 
no additional dates have been announced 
for voting by producers on marketing 
quotas in 1950. 


Important dates in the last half of the 
year will be provided by Congress when 
it passes additional legislation. Then, on 
November 7, will come one of the most 
noteworthy dates of the year when voters 
will go to the polls to elect members of 
the 82d Congress and other officials. 
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TAXES: SOME RELIEF AHEAD 


Main Emphasis Will Be on Revision of Rules 


Tax increase is out for 1950. 
Tax relief is coming, but only ona 
moderate scale. 

Excises are to be cut. In other 
tax fields, emphasis will be on 
changing rules, not on changing 
rates. Rule changes offer impor- 
tant relief to some groups. 

Loss carry-over may be liberal- 
ized. Rule on stock options may 
be revised. Rules may be eased 
for family partnerships. 


Tax relief, not a tax increase, gets 
top billing in Congress’s advance 
planning for 1950. Ideas of trying to 
balance the Government’s budget by 
raising taxes are getting the cold 
shoulder from men in Congress who 
shape tax policy. 

Excises, almost surely, will be trimmed. 
Offsetting tax increases in other fields are 
not in the cards. 

Tax revision, broad overhauling of tax 
laws that would provide important relief 
for some taxpayers, is in works for 1950. 

Pay-roll taxes to support Social Se- 
curity’s old-age-insurance program, now 





—Western Union 


SENDING A TELEGRAM 
. a chance for a cut 
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1 per cent each on employer and em- 
ploye, rose automatically January 1 to 

% per cent on each. Except for this pay- 
roll-tax increase, taxes on the incomes of 
businesses and individuals can be ex- 
pected to stay about where they are. 

Net result is to be more budget trouble 
for the Government in the next few years. 
Congress is resigned to that. Prevailing 
view is that, in the long run, the Govern- 
ment will be better off if tax burdens are 
eased up a bit, because tax relief will 
stimulate business. Then, so the theory 
goes, incomes will grow and there will be 
more money to tax. That is the thinking 
behind the tax plans that are taking 
shape for 1950. 

Budget difficulties, even so, will limit 
the scale of tax relief. 

Excises get first place on the 1950 
tax program. Quick action is to be de- 
manded, because customers for such 
goods as jewelry and furs are said to be 
holding back, anticipating a tax cut. Cuts 
are favored by Senator Walter F. George 
(Dem.), of Georgia, chairman of the 
Senate Finance Committee, and by Rep- 
resentative Joseph W. Martin, Jr. (Rep.), 
of Massachusetts, Republican Floor 
Leader in the House. 

Tentative plan is to reduce, but not 
eliminate, the excises on about 15 types 
of goods and services. If this plan goes 
through, the 20 per cent rate on jewelry, 
furs, luggage, cosmetics and admissions 
will be cut to 10 per cent. The list also 
provides for a reduction in excises on 
long-distance telephone tolls from 25 to 
20 per cent, local phone bills from 15 to 
10 per cent, telegraph tolls from 25 to 
15 per cent, travel from 15 to 10 per 
cent and freight from 3 to 1% per cent. 
Then, too, there would be cuts in manu- 
facturers’ excises on business machines, 
appliances, light bulbs and tubes, photo- 
graphic equipment and films. 

What Congress rea!ly wants to do is 
wipe out the wartime increases in excises 
altogether. But these increases produce 
about 2.4 billion dollars a year in reve- 
nue. Tax leaders think that about the 
most the Government can afford to write 
off in revenue is about 750 million. 

Personal taxes will be debated. 
There will be demands for cuts in lower 
brackets and increases in upper brackets. 
In the end, however, personal taxes are 
likely to stay just where they are. 

Exemption increase, designed to give 
little taxpayers a hand, will have wide 





support. Hitch is that, to raise the exemp- 
tion substantially above the present $600, 
the cost would be almost prohibitive. 
When the level was increased from $500 
to $600 in 1948, the Treasury took a loss 
of 2 billion dollars a year in revenue. 

Salaries and other earned income 
probably will not be given any special 
treatment. Here, again, the difficulty is 
one of revenue. A 10 per cent earned-in- 
come credit, similar to the one that ap- 
plied until 1943, would cost the Treasury 
well over 2 billion dollars a year. 

Stockholders will make a strong bid 
in 1950 for some relief from the present 
system of double taxation of dividend in- 
come. A proposal that has wide support 
is to give the stockholder a percentage 
credit for taxes already paid by the cor- 
poration. Such relief, if it comes, will be 
small. Complete exemption of dividend 
income would involve a revenue loss of 
around 2 billion dollars a year. 

Corporate taxes are a favorite field 
for those seeking new revenue sources. 
Rate increases in 1950, however, appear 
unlikely. An excess-profits tax, which won 
some support earlier this year, is dead. 
So is an undistributed-profits tax. 

Little corporations may come in for 
more consideration. There are widespread 
demands for lower rates or outright ex- 
emptions of profits for companies in the 
bottom brackets. Here again, however, 
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STOCKHOLDERS’ MEETING 
. ..@ hope for relief 
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Congress will be limited by the budget. 
Corporations earning less than $100,000 
,year pay 870 millions in federal income 
yes. Those earning less than $50,000 
zy 500 millions. Those earning less than 
995,000 pay more than 250 millions. 

Tax payments in two installments in- 
dead of four may be required. That 
would make the budget look better by 
jynching corporate tax receipts into one 
gcal year, instead of spreading them 
hough two fiscal years. The improved 
ok of the budget, however, would last 
for only one year. Representative Wilbur 
p. Mills (Dem.), of Arkansas, has a bill 
io enact this payment provision. 
Averaging of business earnings over 
good years and bad may be set up on a 
diferent basis. President Truman himself 
fvors this change. Present law permits, 
for tax purposes, a two-year carry-back 
ad two-year carry-forward of losses. 
Congress, seeking to help new business 
enterprises, apparently favors stretching 
the carry-forward to five years. The carry- 
back may be reduced to one year. Im- 
mediate revenue loss from a longer carry- 
forward would be relatively small. 

Faster depreciation is widely de- 
manded as a means of giving business a 
lift. Pressure for a change here will be 
strong in 1950. Proposal most frequently 
made is to permit businessmen to decide 
for themselves how rapidly they: should 
write off, for tax purposes, their outlays 
for plant and equipment. Argument in 
favor of such a system is that it would 
help business without involving any !ong- 
un revenue loss to the Treasury. How- 
ever, tax authorites fear the cost would 
be hea» ’ in early years. 

Other tax changes, important to 
special grou »s of taxpayers, are to be con- 
sidered as part of the broad overhauling 
of revenue laws. 

Family partnerships may be given a 
better chance under tax laws. Many au- 
thorities think it should be easier than it 
is under existing rulings for a man to take 
in his wife or other relatives as a partner. 
Section 102 of the Internal Revenue 
Code, which permits the Treasury to im- 
pose penalty taxes against corporations 
found to have withheld from stockholders 
an excessive proportion of earnings, may 
be modified. There is support in Con- 
gress for a proposal to shift the burden 
of proof from taxpayer to the Treasury. 
Stock options are to get attention. 
Existing rule has brought hundreds of 
complaints. For instance, a company 
gives an employe an option to buy 100 
shares of stock at $50 a share. Six months 
later, he exercises that option. But, by 
that time, the market price of the stock 
of the company has advanced to $75 a 
share. The Treasury holds that the em- 
ploye has realized a profit of $25 a 
share, or $2,500, and requires him to pay 
tax on that amount at regular income 
tates. Some tax leaders want to provide 
by law that no tax applies until the stock 
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Ast OUTPOST 


The Martin Viking will rocket many 
miles into the Unknown—reach an amaz- 
ing supersonic speed — with a precious 
cargo of Navy scientific instruments. 





ETEORS FLAME and burn up. Fierce, 
blistering heat is sandwiched between layers 
of bitter, biting cold. Great auroras throw 

flickering light. That’s the Jonosphere... 

Earth’s last outpost before the beginnings of inter-stellar 

space ... which Martin-built Navy Vikings are designed 

to explore, reaching many miles beyond the V-2! 


Two firing tests to date have been primarily designed 
to check the Viking’s control systems, with altitude a 
secondary consideration. In announcing these launchings, 
the Navy pointed out that while the rocket is designed as 
a technical research vehicle, guidance systems can be 
incorporated to make it a contrdlled missile. Exploring 
the unknown—in rocketry, pilotless aircraft and guided 
missiles—is the job of an able group of Martin special 
weapons engineers. With control of the air vital, Martin 
research has made the greatest advances on the most 
varied combination of top level projects in this dramatic 
new phase of flight! THE GLENN L. MartTIN Co., 
BALTIMORE 3, MARYLAND. 


* 











Propelled by an engine without moving 
parts, tracked by radar, piloted by 


*& % 











we remote control, Martin Gorgon IV’s 
* (built for Navy research) have made 
“ee longest flights achieved by pilotless 
am aircraft powered with ram-jet engines. 


Bad medicine for subs—that’s the Martin Mercator, our 
Navy's first jet-powered patrol plane! A speedy, slashing 
battler, the Mercator is superior to anything else for anti-sub 
warfare, is available to the Navy for this task. It has unusual 
maneuverability, exceptionally fast climb, superior roll. 


Ten years ahead of the planes it 
replaces! That’s the great Martin 2-0-2 
Airliner, pride of Northwest Airlines 
and leading South American lines. 
It’s faster by 100 m.p.h., more com- 
fortable, ruggedly 


/ dependable. 
@ 


Start your future in aviation, today! For 
details on finest training, rare oppor- 
tunities, visit vour Air Force, Navy or 
Marine recruiting office now. 












AIRCRAFT 


Bariders of Dependable (4%), raft Since 1909 
jwehders i mbable ) Aereraft we 

esata AN INTERNATIONAL INSTITUTION 

: MANUFACTURERS OF: Dependable Martin 
= a 2-0-2 airliners * Advanced military aircraft 
® Revolutionary rockets and missiles * Elec- 
as tronic fire contro! systems * DEVELOPERS 
OF: Mareng fuel tanks (licensed to U. S. 
Rubber Co.) * Stratovision aerial rebroad- 
casting (in conjunction with W estinghouse Elec- 
tric Corp.) ® Honeycomb construction material 
(licensed to U. S. Plywood Corp.) * New 
type hydraulic automotive and aircraft 
brake * Permanent fabric flameproofing * 
LEADERS IN RESEARCH to gquordthe peace, 
build better living in far-reaching fields. 
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More motorists read outdoor advertising 











IMPULSE. What’s the best time to 
catch a customer? When he’s out- 
doors with money in his pocket! 
And that’s where General Outdoor 
will help you clinch a sale. GOA 
delivers the impact ... the quick 
reminder that turns impulse into 
action. All the facts are ready and 








readable. Send for them today. 
General Outdoor Advertising Co., 
515 South Loomis Street, Chicago 
7, Illinois. 


* Covers 1400 
leading cities 
and towns 
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Our new brochure ‘‘Planning a 
Successful Retirement Program 
for Your Company” explains how 
Marsh & McLennan can assist you 
in designing or revising a pension 
plan. Our service is built upon years 


of experience in helping solve retire- 





ment problems for companies, large 
and small, in the various industries 
throughout the country. Write for 


a copy on your business letterhead. 


Marsu & McLEnNNAN 


INCORPORATE. D 


INSURANCE BROKERS « CONSULTING ACTUARIES 


Chicago New York SanFrancisco Minneapolis Detroit Boston Los Angeles Pittsburgh 





Seattle St.Louis St.Paul Duluth Indianapolis Portland Superior Washington 


Cleveland Buffalo Columbus Phoenix 


Vancouver Montreal Havana London 














Finance Week 
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is sold, and then, if the employe ha 
held the stock as long as three years, that 
the profit will be taxed as a long-term 
capital gain. 

Capital-gains taxes probably wij 
remain at present levels. However, there 
will be discussion of reducing the hold. 
ing period for long-term capital gains 
from the present six months to three o; 
four months. 

Estate and gift taxes are likely to be 
among the targets for those seeking more 
revenue. Odds, however, are against any 
change in rates. 

Co-operatives can be expected to re. 
tain their tax-exempt status, at least 
throughout the election year 1950. 

Tax on annuities probably will be 
overhauled as part of any broad revision 
of revenue laws. The operation of the 
present “3 per cent rule,” a device in. 





—Harris & Ewing 
REPRESENTATIVE MILLS 
. . . @ two-installment plan 


tended to permit the annuitant to re 
cover, tax free, the amount he paid fo 
the annuity in the first place, has pro- 
duced many complaints. 

These are just samples of the ta 
changes that will be considered when the 
time comes to write a major revision 0! 
the law. The last time the House Ways 
and Means Committee wrote a tax-revi- 
sion bill, it contained 80 separate pro- 
posed changes. That bill was passed by 
the House, but never was acted on in 
the Senate. 

The budget will be the limiting factor 
on tax relief in 1950. Excise cuts may be 
the only high-cost relief that will get con- 
gressional approval. But, without writing 
off much revenue, Congress could make 
dozens of other important revisions aimed 
at ironing out kinks in present law. That 
is what tax leaders promise to do in 1950. 
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What you as a businessman CAN and CANNOT do 


as a result of federal court 


YOU CANNOT, as an employer, 

safely agree to a new contract with 
a union at a time when the National 
Labor Relations Board has before it a 
petition of another union claiming the 
right to represent your employes in col- 
lective bargaining. The Labor Board 
finds that one company violated the Taft- 
Hartley Act when it reached a contract 
agreement with a union on wages and 
other matters while a two-union dispute 
over a representation petition was pend- 
ing before NLRB. 


* * * 


YOU CAN sometimes get recogni- 
tion of your wife as a business part- 
ner, for tax purposes, even though she 
renders no important services and her 
capital invested in the business is trace- 
able to gifts from you. The U.S. Tax 
Court upholds, under such circum- 
stances, the position of a wife as a 
limited partner with her husband and 
others in a New York brokerage firm. 


* * * 


YOU CANNOT, as a Government 

cost-plus-fixed-fee contractor who lets 
out work to a subcontractor on a lump- 
sum basis, expect to be reimbursed for 
an additional payment made because of 
assessment of the federal transportation 
tax. The Comptroller General rules in 
one case that a prime contractor is not 
entitled to collect from the Government 
an additional amount for this tax. 


* * * 


YOU CAN, in bidding for a Gov- 
ernment contract, probably count 
on getting preferential treatment if you 
operate a small business and if your bid 
matches that of one or more large con- 
cerns. The General Services Administra- 
tor announces that. in cases of tie bids, 
preference shall go to small firms, espe- 
cially those in areas of high unemploy- 
ment. A small business is defined as one 
employing fewer than 500 persons. 


* * * 


YOU CANNOT, as an employer, dis- 

criminate against strikers whom you 
reinstate in their jobs after a wage strike. 
NLRB-says that an emplover cannot dis- 
criminate against these reinstated strikers 
in any way, such as making their seniority 
rights secondary to those of replacements 
hired during the walkout. 


and administrative decisions: 
YOU CAN expect lower tariffs to 


apply on some imported items in the 
future. The State Department puts into 
effect some of the tariff concessions 
agreed to by the U.S. at a conference 
at Annecy, France. 


YOU CAN express vour views to the 

Department of Labor on its pro- 
posed regulations to govern the employ- 
ment of minors in nonhazardous occu- 
pations under the child-labor provisions 
of the amended Fair Labor Standards 
Act. The new rules, which would apply 
to employment of children between the 
ages of 14 and 16, are due to go into 
effect on January 25. The Labor Depart- 
ment will consider views and suggestions 
received before January 10. 


YOU CAN get from the Department 
of Defense a copy of its revised guide 
for businessmen in selling to the military 
services. The guide, entitled “Index to 
Military Purchasing Offices,” may be ob- 
tained from Central Military Procurement 
Information Office, Munitions Board, 
The Pentagon, Washington 25, D. C. 


YOU CAN, as representative of a 

national securities exchange, expect 
your procedures to be simpler in dealing 
with Securities and Exchange Commis- 
sion. SEC announces that some of its rules 
are amended and some forms are revised 
to simplify reports of securities exchanges. 


YOU CANNOT count on obtaining 

an oil or gas lease on Government 
land in the immediate future. The Bu- 
reau of Land Management announces 
that, except in certain cases, it will con- 
tinue its suspension of these leases until 


March 31. 
* * * 


YOU CAN express your opinions to 

the Federal Communications Com- 
mission on U.S. reservations to pro- 
posed new international telegraph rules 
adopted at an international conference in 
Paris last summer. FCC is holding a pub- 
lic hearing on the subject in Washington 
on January 16. Persons wanting to ap- 
pear are asked to inform FCC before 
January 10. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Worip 
REPORT, on written request, will refer interested readers to sources of this basic material. 
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INDICATORS OF BUSINESS 


Business activity is holding near its 
best rate since last spring, aided by 
expanding bank loans and a grow- 
ing supply of money. 

Factory output held at 184.1 on the 
indicator below in the week ended 
December 24. The level is the 
same as in September, which was 
the highest since April. Details are 
shown below on Federal Reserve 
indexes: 


Per Cent 

——of 1935-39 

Sept. Oct. Nov. 

Factory output 184 176 177 
Durable 199 175 180 
Iron & steel 179 103 142 
Machinery 224 226 218 
Transp. equip. 252 238 206 
Nonferrous metals 157 164 161 
Lumber & prods. 133 133 141 
Stone, clay, glass 184 183 183 
Nondurable 172 vi eee Wes 
Textile & prods. 154 169 171 
Mfd. food prods. 166 166 157 
Paper & prods. 169 176 176 
Printing & pub. 159 165 159 
Petroleum & coal 206 198 208 
Chemicals 236 240 243 
Rubber prods. 176 192 191 


Department-store sales in Decem- 
ber rose about 6 per cent above 
November and were less than 4 per 
cent below a year ago. 

Bank debits in leading cities in the 
first three weeks of December were 
greater than a year ago in total 
amount and about equal to last year 
as a per cent of bank deposits. That 
reflects spending for all purposes, in- 
cluding purchase of securities and 
other financial transactions. 


(1935-39 = 100) 
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Price-Support Investments 























Source: Commodity Credit Corp. 
© 1950, By U.S. News Pub. Corp. 


The money supply, including cur- 


rency in circulation and all deposits 
of individuals and business, rose to 
168.8 billion dollars on December 1, 
up 600 million dollars in a month 
and only 500 million dollars below 
the peak of December, 1948. The 
money supply is up 3 billion dollars 
since June 30. 


Bank loans, the biggest force in ex- 


panding the money supply, rose to 
49.3 billion dollars on December 1 
for all U.S. banks, up 1 billion dol- 
lars from November 1 and 1.1 bil- 
lion dollars above the peak of De- 
cember, 1948. Since July, loans 








ACTIVITY 


have risen faster than in the same 
period a year ago, when production 
and prices were higher. 

Expansion of credit over a year ago 
has been in consumer loans, up 13 
per cent; real estate loans, up 7 per 
cent; loans to brokers on securities, 
up 70 per cent, and loans to farmers. 
Business loans, though 8 per cent 
above July, are still 11 per cent be- 
low a year ago. 

Government aids to farmers 
among various Government activi- 
ties that contribute to the growth of 
bank loans and money supply. 

The price-support investment of the 
Commodity Credit Corp., shown in 
the top chart, has risen to nearly 3 
billion dollars. That includes a 1.2- 
billion-dollar inventory of farm 
products and 1.7 billions in loans to 
farmers, made either directly by the 
Government or by private lenders 
with the Government’s guarantee. 
Guaranteed loans made by commer- 
cial banks recently were 12 per cent 
above a year ago. Growth of the 
price-support investment, moreover, 
is adding to the federal deficit, part 
of which may have to be financed by 
the sale of Government securities to 
the banks. 

The money supply in 1950 can easily 
rise to new high levels, since there is 
no surplus in the federal budget to 
offset the effect of a further rise in 
bank loans. A rising money supply 
will tend to support consumer 
spending and may prolong the high 
rate of business activity. 
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* ADJUSTED FOR SEASONAL VARIATION 
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>> Bellwether of world business conditions in 1950 is the United States..... 

Good business in the U.S. means world prices will be steady, U.S. buying at 
home and abroad will stay high, U.S. exports won't be overwhelming. 

This backlog of cheer is the basis for mild world optimism. But everything 
won't be rosy. Dollar shortage will persist. Marshall Plan aid will be cut. 
Western Europe will be more on its own. Competition for export markets will 
intensify. New premium will be on productive efficiency, rather than just pro- 
duction. Prices and quality will mean more. Costs, wages, inflation, red ink 
in budgets must be kept to a minimum. These aren't easy tasks. 

Trade will be a little freer, less channelized. Already this is happening 
within Europe. U.S. and other tariffs will be a little lower. Customs pro- 
cedures will be less of a headache. Trade volume should pick up a bit. 


























>> Money troubles will get much attention this year. Some currency rates may 
have to be revised. Wave of devaluations didn't solve all problems. 

A clearing union for Western Europe, or something like it, will have to be 
set up. Debits and credits will be matched off and balances paid in gold or 
dollars. Marshall Plan funds may be diverted more and more to making such plans 
work. Currencies must be made more acceptable to oil the wheels of trade. 

Sterling balances--Britain's big debts in the sterling area--must be sealed 
off somehow, perhaps with U.S. help. They upset the direction of Britain's 
exports and Britain's economic relations with Europe. 








>> Looking ahead, Europe's problems are mainly in selling, not making, goods. 

Britain faces a bumpy course this year. Internal prices and costs, such as 
freight charges, will be moving up. Buying psychology is gripping the British 
people. Easy selling in home and soft-currency markets makes expansion of ex- 
ports to dollar markets difficult. More incentives for such exports must be set 
up. Less will be bought from North America, more from the sterling area and 
Europe. But the dollar gap will remain. Marshall Plan aid will decline 25 per 
cent in the second half. Dollar drain may again get acute late in 1950. 

France again is battling inflation. Prices of goods and securities are 
moving up. Pressure for higher wages is to mount. Taxes must be raised. Still 
the Government will operate in the red. But production is holding high. Ex- 
ports are increasing. Trade with neighbors is up. But sales to the U.S. are 
not satisfactory. Trick for 1950 will be to hold down costs, sell more. 

Belgium, unlike the rest of Europe, is fighting deflation. Unemployment is 
heavy. Prices are being cut to save export markets. 


(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


The Netherlands' prospects are improved by the Indonesian settlement. 





Results will be a smaller drain on the treasury and a rise in investment income. 

Italy, aside from labor and land problems, finds exports sliding. Modest 
lira devaluation makes Italian prices seem high. Gradual cut in lira is likely. 

Western Germany will push production well above the 1936 level this year. 
That seems assured, as more credit is made available for business use. Build-up 
in Germany will require foreign capital, too. Investment opportunities will be 
made to look attractive for American businessmen. German export drive, just 
Starting, will be felt by competitors all over the world. 

In Eastern Europe, Yugoslavia and Finland will get more help from the West. 
Russia and her slave states will continue to make progress industrially. 








>> In Canada, odds favor continued prosperity but some leveling off in 1950. 
Canadian exports, especially to Britain, will be off a little this year. 
Canada will try to sell more in the U.S. Import curbs on U.S. goods won't be 





relaxed much. U.S. oil market in Canada will start to shrink noticeably. 


>> Latin America generally should have a good year. Latin-American commodi- 
ties, eSpecially coffee, are in heavy demand. Over-all trade with the U.S. 
Should be close to balancing. More European goods will be aimed at Latin- 
American markets. U.S. exporters will find more price competition there. 

Cuba is in strong financial shape. But less sugar will be sold to the U.S. 
than in 1949. Sugar price may soften later in the year and cause wage trouble. 

Mexico right now expects a pickup in exports, especially of metals. But 
imports still must be restricted. Mexico will be wooing U.S. capital. 

Venezuela may find that dollar earnings from ofl<drop off a bit. 

Brazil has had a windfall in higher coffee prices. Her current debts to 
the U.S. will be paid off. Britain and Germany will give U.S. exporters more of 
a race for the Brazilian market this year than last. 

Argentina is getting export prices down, selling off surpluses. ° European 
trade will pick up. Trade with the U.S. should expand, too. But inflation and 
shaky economic policies of the Government are factors on the debit side. 


>> In the Far East and Pacific areas, 1950 prospects are mixed: 

Japan will continue leaning heavily on U.S. aid. Japan's exports depend 
on American-financed imports of raw materials such as cotton and oil. Her ex- 
ports nowhere near cover the cost of imports. Japanese drive faces big diffi- 
culties: growing competition in textiles; currency devaluations in many markets 
making Japanese price tags seem higher than before. 

China will be pinched for food, industrial materials, machinery. Russian 
sphere won't be able to supply much. Pressure will grow to trade with the U.S., 
the sterling area and Japan. New regime faces age-old problems in China. 

India will be getting more help from the World Bank. Also, the U.S. may 
figure out ways to get dollars to India. Bigger Indian exports to the U.S. 
depend largely on getting more jute out of Pakistan for India's mills. 

The Philippines are strapped for dollars. Import controls will continue 
drastic. Philippine peso might have to be devalued to bolster exports. 

Australia, too, might do some currency tinkering. Her pound might be moved 
up to parity with the British pound. Export prospects are good. 

All in all, around the world, 1950 should prove a pretty good year. 
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WHAT BUSINESSMEN MIGHT EXPECT 
OF GOVERNMENT—AND VICE VERSA 


Full Text of the Analysis of Business-Government 
Relations Contained In the Fourth Annual Report 


of the Council of Economic Advisers 





EDITOR'S NOTE: What are the trends in Govern- 
ment thinking that are of most importance to busi- 
nessmen? What economic theories are now consid- 
ered outmoded in Washington? What are the new 
theories? 

As a clue to the answers to these questions, U.S. 
News & World Report is presenting here in full text 
the sections of the report of the Council of Economic 





Advisers dealing with these problems. The report, 
made each year since the adoption of the Employ- 
ment Act of 1946, contains the thinking of the Presi- 
dent’s closest advisers on economic matters. 

This year, the report was prepared by Leon H. 
Keyserling, Acting Chairman of the Council, and by 
John D. Clark. Both men have been with the Coun- 
cil since its organization. 





& 





The Council’s First Annual Report to the President dis- 
cussed the political philosophy of the Employment Act of 
1946 and the economic philosophy of sustained employment. 
The second dealt with the meaning of maximum production 
and the means of attaining it, and the third considered the 
environment within which the Council operates, These three 
efforts brought indication that revelation of our general eco- 
nomic thinking was appreciated. They also provided back- 
ground for the economic reports of the President and the 
economic reviews by the Council, which appear in January 
and July of each year. In this Fourth Annual Report, we dis- 


COMMUNISM, SOCIALISM, AND THE AMERICAN SYSTEM 
The balanced emphasis which the Employment Act places 
upon the merits and responsibilities of free enterprise and 
free government is typically American and yet of universal 
import at this midpoint in the twentieth century. In the last 
century the philosophic base was laid for extremist doctrines 
that these two freedoms were irreconcilable, and that one or 
the other would give way under the impact of industrial con- 
centration, disparate wealth, and popular communication. 
More recently, these extremists rose to command in many 
lands. On the right, powerful economic groupings allied 
themselves with counterrevolutionary movements to destroy 
free government. On the left, powerful statist revolutions 
swallowed up free enterprise. We now know how similar are 
the weeds growing from these different seeds, and how their 
pollen stifles genuine economic progress, intellectual inquiry, 
and spiritual aspiration. These manifestations create interna- 
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cuss the relations between business and government because 
we find this subject of significance at all times and close to 
the forefront of general interest now. 

We use the term “business” to refer to business manage- 
ment, recognizing that our system of free enterprise includes 
also workers, farmers, consumers, and their organizations. 
They equally are confronted by the system’s problems; they 
too are responsible for its achievements; they too have deal- 
ings with government and are concerned about public policy. 
Before long we hope to discuss their relations with govern- 
ment, 


I. FREE ENTERPRISE AND FREE GOVERNMENT 


tional problems. But they do not require much analytic an- 
nihilation because they make no appeal to the minds or hearts 
of the American people. 

Then there are the current efforts by other peoples with a 
long tradition of democracy to combine free government 
with very substantial diminution of free enterprise. In our 
view these other free peoples will approach their own special 
problems according to their own needs or beliefs; but our 
problems are not theirs and we have different methods which 
are all our own. 

During the nineteenth century there were many thinkers 
even in the United States who, appalled by the prevalence 
of poverty in a land of plenty and by the crude manifesta- 
tions of industrialism in the raw, argued sincerely that neither 
our people nor their Government could remain truly free so 
long as business enterprise remained free. But there are pow- 
erful reasons why this thesis is no longer given serious con- 
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sideration. Although many of our problems remain unsolved, 
our unique combination of free enterprise and free govern- 
ment has moved so rapidly toward raising the general stand- 
ard of living that the fair hope of more progress by the same 
methods immensely outweighs the costs and risks, the divi- 
sions and tensions, and above all the uncertainties, of radical 
change. All history shows that freedom in the long run may 
best be safeguarded through moderation in the adjustment of 
seeming conflicts. And the American system is so fortunately 
situated that it furnishes to the world a beckoning example 
of this kind of moderation. 

The case for moderation grows in appeal because, what- 
ever the situation in other lands, the only conditions which 
could seriously undermine free enterprise here would also 
jeopardize free government and possibly do it irreparable 
damage. In sober retrospect, not even the great depression 
of the 1930s altered the basic character of our economic sys- 
tem or reduced the commitment to it by the people and also 
by our most “advanced” philosophers, economists, preachers, 
and other social thinkers. It tollows that nothing less than 
another depression even more devastating could break us 
away from this basic commitment. And any such economic 
convulsion could unleash forces of social tension, domestic 
friction, and pure political adventuresomeness which might 
leave us for a time without the essence of free government. 
Thus, those whose concentration of interest is upon free en- 
terprise and those whose concentration of interest is upon 
free government are held together by unseverable bonds. No 
genuine liberal—and most Americans call themselves that— 
would welcome an economic crisis in order to have a chance 
to remold the economic system nearer to his heart’s desire. 
We all know what happened to the liberals elsewhere who 
waited for or courted that opportunity and got totalitarianism 
instead. 

Many of our domestic problems revolve around the appli- 
cation of moderation, compromise, and reconcilement in de- 
fining the respective rights and responsibilities of free enter- 
prise and free government under a popular democracy. There 
are many ways of stating this root issue. How can enterprise 
remain free enough to be dynamic without moving from 
freedom to license? How can government be strong enough, 
as Lincoln said, to maintain the essential interests of the peo- 
ple without invading their liberties? How can stability be 
equated with growth? Liberty with law? Individualism with 
co-operation? How can we steer between the dangers of ab- 
solutistic freedom and the deadliness of absolutistic security? 
However put, these questions involve business and govern- 
ment and seek to broaden their areas of agreement and to 
strengthen their complementary interactions. 

Nobody can resolve this omnipresent issue with a single 
formula, symbolism, or definition. But there is room for a 
broad effort to formulate or restate a philosophy of the re- 
lationship between business and government. A philosophy 
voices that agreement on a few fundamentals, alive in the 
minds of the people, without which there can be little unity 
or progress. Without universal accord in America about free 
speech, for example, we could not benefit by debating our 
disagreements about so many other things. In our economic 
life no less than in our political, there is need for some com- 
mon philosophy to hold us together; and since constitutions 
and courts are not so well suited to this purpose we must 
resort to the voluntary projection and constant cross-fertiliza- 
tion of ideas, 

Economists may take some initiative here because economic 
problems occupy or even overcrowd the stage on which the 
drama of adjustment between business and government is 
going forward. And this Annual Report of the Council to the 
President is a convenient location for such discussion, in con- 
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trast with the Economic Report of the President and the 
Annual Economic Review by the Council (both scheduled 
for early January) which must necessarily be steeped in 
facts and particularistic points of policy. 

What we now say is by definition general. Logical deduc. 
tions from it will not reveal the content of specific programs 
which may be proposed in 1950 or any other year. None. 
theless, it is our earnest desire that this report will have 
some influence upon attitudes both in business and jp 
government, and that it may uncover the solid ground on 
which they can deal with each other in ever-increasing 
harmony and trust. 


A NEW GENERATION NEEDS NEW IDEAS 

The particular urgency of this subject exists because there 
has now grown to maturity a whole generation of Americans 
touched by the influence of extremists who look upon con- 
flict between business and government as normal. Condi- 
tioned by the depression era, extremists on one side have said 
that our business system broke down through fatal defects 
and that government took the whole leadership in putting it 
together again; while extremists on the other side have 
blamed government for all the tribulations of business. The 
new generation of Americans should always remember that 
the breakdown resulted from errors on the part of both 
government and business; that both joined in forging 
some of the most practical measures for recovery; and that 
both must admit imperfection because the recovery was 
incomplete until the war restored maximum _ production 
and employment. 

This new generation of Americans has also observed that 
some of the national programs directed toward economic 
change have initiated from government and been opposed 
by some spokesmen for business. But the extremists on either 
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LEON H. KEYSERLING 
“The downturns can become more moderate ... 


-Piummer from Black Star 
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ide should not overplay this observation to range either gov- 
emment or business along with the angels or the devils. 
Rather it should be recognized that it is a primary function 
of government, representing the whole people, to view the 
economy as a whole and to propose general measures, It is 
the function of business, as the main operators of the going 
economic system, to be conservationist if not conservative 
and to be wary about discarding workable machinery before 
better machinery has been clearly tested. In the interaction 
between these two functions, which is essential if we are to 
preserve both free enterprise and free government, the clash 
of viewpoint and the reconciliation of means to ends are in 
themselves beneficial, particularly when undertaken in good 
spirit. 

We have now moved far enough away from the depression 
of the early thirties to start looking ahead, and to appraise 
the heartening evidence that free enterprise and free govern- 
ment have blended their varying strains into a rewarding 
effort. The conduct of the war was an example never to be 
forgotten. The moderate character of the 1949 recession, and 
the upward turn which followed, would have been impossible 


The attitude of government toward business has always 
been favorable, in the sense that responsible public servants 
have always wanted our free-enterprise system to thrive and 
prosper. The course of events shows that many of the public 
policies adopted over the years have contributed toward the 
strength of the economy, although they are always subject 
to refinement and improvement. Governmental thinking has 
never been static, and it may be helpful to try to discern re- 
cent trends under the impact of experience. 





~Harris & Ewing 
JOHN D. CLARK 
... and the upturns can become more certain” 
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without business policies as well as public policies based upon 
greatly increased understanding of economic affairs. 

The time has come to develop the prospects of the Ameri- 
can economy for further economic progress and human hap- 
piness. Unlike other countries we were not decimated by war; 
we do not suffer from underdevelopment or impoverishment 
of basic plant and equipment; and we have the operational 
and financial skills, the splendid labor force, and the solid 
institutional structure to realize in full the promise of America. 

The only thing that could stand in our way—provided that 
lasting peace is achieved—would be excessive internal dis- 
cord. This would not stop our economic progress in the long 
trend, but it could slow it down greatly and leave us subject 
to costly fluctuations which we probably have the technical 
know-how to avoid or mitigate. 

At this juncture, there may be value in a candid stock- 
taking of current relations between business and government. 
We shall place the greater emphasis upon the vast progress 
which has already been registered and upon the assets which 
have consequently accrued. But we cannot neglect some of 
the problems yet unsolved. 


Il. TRENDS IN GOVERNMENT’S ATTITUDE TOWARD BUSINESS 


No one person can speak with absolute certainty or com- 
prehensiveness about these trends. The minds of various men 
and women in our public service arg not melted down and 
fused into a single instrument. Policies and pronouncements, 
even when by the President or by the Congress—and many 
others decide issues and make statements—reflect a range of 
training, temperament, and viewpoint as wide as those in 
any other sector of our national life. However, while the 
Council can speak only for itself, we believe that from our 
strategic point of observation we can detect a prevailing trend 
of thinking about our business system and its problems. 


FROM THEORY OF STAGNATION 
TO PRACTICE OF GROWTH 


The first trend in the attitude of government toward busi- 
ness seems to the Council to be this: the doctrine of secular 
stagnation no longer finds place in any important public circle 
with which we are familiar. During the depression years, a 
significant body of thought held that the forces of business ex- 
pansion had spent themselves and that government must pro- 
vide the dynamic force for renewed growth. The thought 
may have had some relevance then; and the persons who held 
it developed some useful devices. But today the doctrine of 
secular stagnation has been replaced, in our judgment, by the 
firm conviction that our business system and with it our whole 
economy can and should continue to grow. This is illustrated 
by the statement of President Truman that we can achieve a 
300-billion-dollar economy within a very few years. We re- 
gard it as an historic event when the occupant of the most 
persuasive office in the world acts upon the proposition that 
our business system has further opportunities which transcend 
even those it has seized upon in the best previous decades. 
A member of the Cabinet, the Secretary of Commerce, has 
recently applied the same realistic approach over a longer 
time span. 

This sentiment on the part of important officials would be 
significant without independent verification, because it would 
have a controlling effect upon their attitude toward the busi- 
ness world, But we also note the recent corroboration of these 
growth assumptions by nongovernmental economists who are 
highly regarded by businessmen as being unusually con- 
versant with their problems. 
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FROM ‘MORE FOR SOME’ TO PROGRESS FOR ALL 

The second important trend which the Council senses in 
the attitude of government toward business is the realization 
that efforts to promote expansion of the total production and 
income of the economy are more significant than measures 
to “redistribute” the current product. In an economy fore- 
doomed to inability to provide an adequate or rising standard 
of living for all industrious families, there might be some 
reason for according the resharing of output priority over 
efforts to increase output. The rationing resorted to by peo- 
ple in time of famine is an extreme illustration. But the 
notable expansion in production which our economy has 
achieved in the past and can certainly repeat or excel in the 
future, coupled with the observed fact that this so much lifts 
the general standard of living, should receive foremost con- 
sideration in economic programs and policies. 

Of course, we cannot postpone efforts to improve the lot 
of the underprivileged until they can be lifted to reasonable 
levels by the lever of general growth. And measures directed 
specifically toward improving the productivity and incomes 
of low-income groups have favorable impact upon the whole 
economy. At the same time, primary emphasis upon general 
growth offers a more workable formula not only for the 
business community but also, the Council believes, for other 
groups as well. For once it is appreciated that the general 
growth of the American economy can create within less than 
a generation a truly good standard of living for all, then there 
is reduced to manageable proportions the ancient conflict be- 
tween social equity and economic incentives which hung 
over the progress of enterprise in a dynamic economy. 


FROM SOCIAL THEORY TO ECONOMIC ‘BALANCE’ 

The third important trend in the government’s attitude 
toward business, as viewed by the Council, arises from fuller 
realization that the flow of income to different parts of the 
economy should be viewed as an economic no less than a 
social problem. Certainly a people’s ultimate objectives are 
social, being concerned with well-being, and social thinking 
will never lose its utility. But the application of more precise 
economic analysis to problems of income flow will yield bene- 
fit to all by reducing the problems of ways and means to 
soluble terms. 

The use of economic analysis to refine and sometimes re- 
formulate social theory will help to broaden the areas of un- 
derstanding and agreement, without which the tensions and 
conflicts in a free economy of large organized groups might 
in the end become unbearable. That unsocial socialist, George 
Bernard Shaw, argued in one of his famous books written for 
American women that the only sound income distribution 
was absolute equality, since nothing else could be called “fair” 
in the absence of any precise measurement of the relative 
productivity or relative need of everybody in the community. 
While this is a reductio ad absurdum, it illustrates that con- 
tending individuals or groups in a free society could never 
arrive at viable agreements as to what share of national in- 
come each should get by the unalloyed application of social 
principles. Any effort to apply such principles fully or even 
excessively would involve the whole nation continuously in 
fracas and confusion. 

Concentration upon the central objective of a stable and 
expanding general economy identifies more manageable al- 
though still difficult approaches to the problem of income 
flow. It then becomes possible, albeit not easy, for business- 
men, workers, and farmers to seek that share of the total 
product which is most conducive to the progress of the whole 
economy and thus to their own best interests in the long run. 
The same approach should be used to evaluate those govern- 
ment programs which channel the flow of income from one 


60 





spot in the economy to another, to test whether these pro. 
grams promote general stability and expansion or rob Peter 
to pay Paul. 

The nub of the problem of economic “balance” is to ep. 
courage sufficient funds and incentives for the growth of 
productive facilities which fully absorb our technology and 
man power, while promoting sufficient flow of income to 
ultimate consumers to clear the markets of goods and thus 
to avoid periodic “overproduction.” The Secretary of Com. 
merce has put forward this idea of “balance” so cogently that 
it deserves repetition: 

“As we look down the road ahead, what do we see? 
Standing squarely and obstinately ahead of us on the 
road to a richer America is one great question mark. 
How shall we divide equitably among consumers, labor, 
management, capital, agriculture, and government their 
shares of our production? People are called liberal, 
radical, conservative, or reactionary depending upon the 
way they approach this most difficult of all our economic 
problems. Some pessimists say that there is no solution 
to this problem but the one resulting from the struggle 
between organized groups. They say that capital always 
wants more than its fair share of production, that labor 
will never be content until it takes all of the profit out 
of business, that farmers will not rest until all other 
groups are supporting them, that government officials will 
not be happy until they manage the whole economy and 
become the only privileged class in America. I am not so 
pessimistic. Many businessmen understand that business 
success depends upon well-paid, self-respecting workers 
and upon the ability of the public at large to buy what 
business produces. Many workers understand that busi- 
ness cannot operate at a loss, and that some return on 
capital investment is proper. Many farmers realize that 
other groups are entitled to consideration and that the 
farmer is not cultivating a fenced-off lot. 

“We have not yet reached the time when these groups 
forget their special interests and talk out their differences 
in a spirit of sweet reasonableness. However, we have 
made and are continuing to make progress. Most Ameri- 
cans now understand the importance of business invest- 
ment as well as the importance of mass purchasing 
power. We have passed the time when intelligent Ameri- 
cans use the word “profit” as a curse. I believe all of us 
can agree on the fundamental principle that profit is 
good when it is reasonable and when it is used to pro- 
duce more of the things we need. 

“To this problem we must apply the idea of balance. 
What division at any given time will promote the smooth 
operation and further the balanced growth of our econ- 
omy? To answer this question we must know as much 
as possible about our economy and we must also be will- 
ing to abide by the facts. In other words, we should bring 
to the solution of our problem scientific analysis and a 
scientific attitude of mind.” 

When this general idea of economic “balance” is translated 
into the factual analysis which alone can give it practical 
significance, it becomes crucial that the business world ap- 
preciate the motivation underlying such analysis. We may 
illustrate by citing some of the previous work undertaken 
by the Council. During the postwar inflationary boom 
between 1946 and 1949, we took the position that the 
bunching of unusually high profits and an unusually high 
level of business investment, accompanied by price-in- 
come developments which did not seem to promise suf- 
ficient consumer demand to maintain maximum employ- 
ment and production when certain temporary props were 
removed, should not be viewed with equanimity. This 
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did not mean that we were adverse to profits or profit 
makers or were throwing partisan weight on the side of 
the consumer or wage earner. 

Such was not our position. We simply foresaw in 1947 and 
1948 that the “balance” between investment and consump- 
tion, while compatible with a very high level of activity in 
1947 or 1948, could not be sustained indefinitely and that a 
new “balance” would need to be struck for a growing peace- 
time economy. We were concerned that, as profits declined 
during the transitional striking of this new “balance,” business 
might have become fearful and contracted investment and 
employment unduly. This would have accentuated the down- 
ward spiral. Instead, we urged recognition that a temporarily 
lower level of return than the 1947 or 1948 level was in- 
escapable for a while. If this was recognized, then, when the 
economy had passed safely through the adjustment tests, 
profits and investment along with consumption could again 
resume an upward course as the economy in general moved 
upward on a noninflationary basis. 

Nor were our comments about the relationship between 
prices and consumer incomes during the inflationary boom 
intended to suggest that consumption between 1946 and 
1949 should have been higher when there were no more 
goods to consume. The point rather was that looking for- 
ward to 1949 and succeeding years, when bottlenecks would 
be broken, productivity increased, and the plant and equip- 
ment improvements of the reconversion period fully felt, the 
price-income structure would have to readjust to the ex- 
panding volume of consumption needed for maximum pro- 
duction, employment, and business opportunity. We advised 
business that some of these price-income adjustments should 
be started early and made gradually, for experience indicated 
that if too long delayed and then subsequently bunched over 
too short a period of time the consequence would be a dan- 
gerous decline in business activity. This in turn would cause 
profits and investment, the most volatile parts of the struc- 
ture, to decline even more rapidly. 

Fortunately, the practices of more and more representa- 
tives of the business community are coming to conform more 
closely to the tenor of what we have said. In the early-1949 
recession, the majority of businessmen did not react to lower 
profit margins or prospects by the erstwhile traditional ac- 
celeration of cutbacks, rapid price deflation, wage reductions, 
and layoffs. Some occurred, but they generally took place with 
moderation and discernment. Many businessmen realized 
that we were working our way toward a better “balance,” 
and that if they maintained steady nerves through a short 
but perilous phase the fundamental strength of the economy 
would turn us again upward. This does much to explain what 
transpired during the second half of 1949, although the march 
to maximum production and employment is still to be com- 
pleted. 

Our conclusion that in the long run a “balanced” economy 
would require the expansion of consumption opportunities 
at an even more rapid rate than the expansion of investment 
-although both should) grow—has been matched by the 
similar findings of many nongovernmental economists. It is 
not the Council’s purpose here to vindicate its own specific 
conclusions. We merely point out that our approach departs 
from the earlier and narrower perspective sometimes applied 
by economists; and that many of our profession are now in 
accord with our views. 


TOWARD MUTUALITY OF INTERESTS 


The fourth advance in the attitude of government toward 
business, as appraised by the Council, derives from the three 
already listed. The problems of our economy appear no longer 
primarily as problems of protecting the shippers of the West 
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from the “interests” of the East, or the farmers of the South 
from the bankers of the North, or the workers in general 
from the industrialist class, or the consumer from the farmer. 
To be sure, government still has the function of preventing 
any one group from taking unfair advantage of another, and 
laws and administrative devices are necessary tor this pur- 
pose. But national economic policy should center main- 
ly upon the basic interdependence of the long-range in- 
terests of various groups. If we are to endure and grow 
as a nation, the things which unite us must become in- 
finitely more important than those which divide. The 
function of government is, without favor or preference, 
to test each of its own actions by the long-run common 
good. Moreover, government should stimulate that think- 
ing and analysis by business and other elements in our 
free-enterprise system which will help them to advance 
the general economic welfare and thus to reduce the re- 
quirements for public supplementation. 

In an expanding economy, the lifting of low-income fam- 
ilies to a tar higher standard of living, the improvement of 
agricultural programs consistent with the needs of urban con- 
sumer incomes and also promoting parity of ifeome for the 
farmer, the provision of adequate funds for a rewarding level 
of business investment and profits, and the meeting of our 
domestic welfare and international security requirements, are 
not incompatible objectives. Attainment of each objective is 
inseparable from attainment of the others. 


REGARDING BUSINESS SIZE.AND PRACTICES 


The Council finds the fifth trend in the attitude of govern- 
ment toward business related to the size, structure, and be- 
havior of business organizations. No thoughtful person with- 
in government wants to abandon or vitiate the “antitrust 
policy.” The stultifying results of excessive cartelization in 
some other lands gives renewed evidence of the prescience 
of those who wrote the Sherman and Clayton Acts 
and established the Federal Trade Commission. Still, it 
is important to realize that our industrial problems have 
changed continually and require recurrent examination. 
Under our system of law and administration, many ad- 
justments to new situations are made interstitially with- 
out organic reconstruction of the legal framework. These 
adjustments have been going forward over the years. The 
process is never finished. 

In a stable and expanding economy, there is room both 
for well-conducted big business (with its unique facilities 
for scientific and developmental experimentation) and for 
small business with its display of individualism and self-re- 
liance. Small business should be protected from any predatory 
practices by its larger neighbors, and all business should be 
protected against unfair competitive practices by units of any 
size. Yet the truth at least in part is that small business is 
threatened not primarily by big business but rather by big 
instabilities in the economy. When the economy attains full 
prosperity and is moving upward, small business in general 
does very well; but when the economy hits the toboggan 
many small businessmen are ruined, not because they are 
less efficient than big business but because they are weaker 
and have fewer sustaining resources. An economy that grows 
steadily, as our economy can, would provide manifold oppor- 
tunities for small business. Smal] business has some unique 
problems of obtaining financing, and more efforts should be 
directed toward solving these problems. 

We are still a long way from having completed the neces- 
sary rethinking of problems involving business size and 
practices. Much more work needs to be done. It should pro- 
ceed in a spirit of fair objectivity toward business both large 
and small. 
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FROM MERE POLICING TO AFFIRMATIVE FACILITATION 


The Council would describe the sixth trend in the attitude 
of government toward business as being away from the purely 
negative or policing function and toward the affirmative or 
facilitative approach. Our economy has become too compli- 
cated for government to function best simply by placing 
“don’t” signs all over the lot. Some things, of course, the gov- 
ernment must continue to prohibit or regulate—and regula- 
tion may be focused in part upon affirmative objectives. But 
the central problems of economic “balance” require adjust- 
ments which cannot be achieved mainly by regulation. For 
example, regulation is inadequate to correct an economic 
situation in which business might not receive the incentives 
to stimulate a high enough level of investment. Yet an inade- 
quate level of investment can probably wreak economic havoc. 

Consequently, the fiscal, credit, monetary, and other fa- 
cilitative operations by which government may promote an 
environment conducive to business expansion are at least as 
important as the more traditional watchdog functions. Those 
government policies and programs which affect farm income, 
industrial wages, or consumer incomes are also of prime im- 
portance and call for increasingly thorough and objective 
analysis. 


AWAY FROM SPECIFIC CONTROLS 


The seventh trend which the Council observes in the at- 
titude of government toward business relates to specific con- 
trols. The war made these controls necessary. In our judgment, 
they were abandoned too soon and could have been helpful 
in curbing the inflationary boom, and rent control is still 
necessary. A better understanding between business and gov- 
ernment might even make it possible to have a_ broader 
range of restraining measures available in reserve without 
concern that they would be used prematurely or excessively. 
However, in the current and foreseeable economic situation, 
it is far less important even to contemplate the restoration 
of the specific controls than it is to realize that they do not 
for the long pull answer the basic economic questions con- 
fronting the American economic system. In peacetime, the 
mere authority to fix prices or wages does not in itself answer 
the question of what relationship between prices and wages 
will be fair to all concerned and most conducive to economic 
stability and growth. The answer resides in improved eco- 
nomic understanding rather than in fiat. Nor, in peacetime, 
does the mere presence of control authority upon the statute 
books obtain the popular understanding of price-wage prob- 
lems essential for their workable adjustment; and if this 
popular understanding exists, we should in peacetime find 
better ways than specific controls to translate it into action. 
The Government should use its fiscal and monetary powers 
to promote economic “balance,” and supplement these with 
such well accepted programs as farm price supports, social 
security, minimum wage legislation, developmental programs, 
etc. The other phase of the task of promoting “balance”— 
which resides in the continuing adjustment of prices and 
wages and profits—should be left to the actions of managers 
and workers within our business system itself. 


FROM ‘COMPENSATORY’ THEORY TOWARD MORE RELIANCE 
ON ENTERPRISE. AND A WORD ABOUT KEYNES 


The eighth, and in the Council’s judgment the most im- 
portant trend in economic thinking within government as we 
observe it bears upon the respective scope and weight of 
public action and private action in promoting stability and 
growth. During the mid-1930s particularly, there grew up 
an influential school which held that our free-enterprise sys- 
tem was necessarily subject to violent fluctuations which 
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could not be ameliorated substantially within the system, It 
held that only government action, mainly through enlarging oy 
contracting the volume of taxation and public spending, could 
fill in the gaps in employment and production when these 
became large or curb inflation when it became dangerous. 

The experience in the 1930s, however, demonstrated that 
when the private economy ran sufficiently far downhill “com- 
pensatory” action by the government became entirely neces- 
sary but was not alone sufficient to restore and maintain satis- 
factorily high levels of general economic activity. The reason 
for this was not simply that the “compensatory” action was 
not big enough. The fact was—and still is—that the range of 
useful projects susceptible to undertaking by government 
cannot be sufficiently voluminous to counteract fully a gen- 
eral depression—even when coupled with tax reduction. Fur- 
ther, public action beyond certain levels or in certain fields 
may be offset by declines in private spending and invest- 
ment, so that the net gain is not equal to the total number 
of public dollars spent. Similarly, in fighting inflation, mere 
increases in taxation and reductions in public spending, while 
useful weapons, are difficult to employ fully enough to curb 
inflation without bringing on an excessive deflation. Nor do 
these fiscal measures alone deal adequately with the internal 
maladjustments in the price-income structure which are pri- 
mary sources of danger in the kind of inflation that we have 
recently witnessed. 

This leads to the conclusion that “compensatory” public 
action can help to iron out minor fluctuations of the business 
cycle and must indeed be used if big ones develop, but that 
complete recovery from a substantial downswing depends 
primarily upon the revival of private investment. And be- 
cause that revival becomes progressively harder to accomplish 
as the economy moves further downward, the main concen- 
tration of economic policy should be upon encouraging sta- 
bility and growth within our free-enterprise system itself. 
This is doubly true in a prosperous period like the present, 
when action is feasible before the eleventh hour. 

Many government policies, if appropriately designed, can 
place foremost emphasis upon encouraging steady business 
expansion and thus minimizing the ‘fluctuations in business 
activity. This approach is sometimes referred to as creating 
a climate favorable to business. This is true although the re- 
sponsibility does not lie wholly with government. Within 
enormous areas of action and decision, business holds within 
its own hands the factors which condition its course. This is 
the essential nature of a free-enterprise system, and business 
should be encouraged when government recognizes this 
cardinal fact. 

Despite all efforts by business and government to promote 
steady growth, “compensatory” policies form an important 
part of the techniques to be used for stabilization purposes. 
The difference between the exaggerated use of the “com- 
pensatory” approach and the Council’s approach is a matter of 
degree or emphasis. This problem is further treated in a later 
section of this report which stresses the need for somewhat 
more stability in national economic policy. 

Sometimes the purely “compensatory” approach is referred 
to in popular discussion as “Keynesian economics.” In fact, 
Keynes placed more emphasis upon structural problems than 
upon the cycle. Lord Keynes was too sizable an economist and 
too enterprising a technician for us to attempt to evaluate 
his great work in a report of this kind. We shall content our- 
selves here with saying that, insofar as any popular version 
of the “Keynesian economics” identifies it with the school 
which placed exaggerated stress upon “compensatory” action, 
that school is neither representative of our own thinking nor 
in our opinion characteristic of any important segment of 
government thought today. 
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lil. TRENDS IN THE ATTITUDE OF BUSINESS TOWARD GOVERNMENT 


As government economists, it would be presumptuous for 
the members of the Council to attempt a description of busi- 
ness thinking as fully as we have attempted an appraisal of 
the prevailing government attitude toward business. But it 
may be helpful to sketch briefly our own impression of busi- 
ness attitudes, particularly because public appraisal of these 
attitudes obviously interacts upon government’s attitude 
toward business. We discern a trend which is distinctly 
propitious to mutual accommodation and adjustment. 


GAINS THROUGH BUSINESSMEN IN PUBLIC SERVICE 


American business is highly pragmatic, and its point of 
view has been vitally affected by the war effort which brought 
to countless businessmen a new experience in public service. 
There they observed at close range the operations of the whole 
economy, the interdependence of its parts, and the common 
problems of all. True, the war economy and its problems, as 
well as the solutions devised, were drastically different trom 
anything wanted in peacetime. Yet many businessmen in 
Washington during the war developed points of view which 
have immensely influenced their subsequent thinking. 

The net result has been an increased appreciation by 
business that business and government are not enemies but 
friends; and that persons permanently in the public service 
have the same virtues and faults as Americans elsewhere and 
are equally committed to free enterprise as well as free gov- 
ernment. The government service needs additional induce- 
ments to bring more skilled businessmen into that service in 
peace no less than in war. The idea that a businessman work- 
ing for government is “serving two masters” (even when he 
has divested himself of private interests which might con- 
flict with his public duties) is a relic. of the earlier thought 
that the sole or main purpose of government is to police 
business. The problems of economic policy have shifted their 
center of gravity away from this earlier concept toward an 
area where the problems of business and government inter- 
penetrate and require complementary action. It is therefore 
desirable that the most practiced exponents of industrial 
management should participate in government. This is equally 
true of the practiced exponents of American trade and in- 
dustrial unionism, as well as of those who have been closest 
to the problems of the farmer. 


IMPROVED APPRECIATION OF PUBLIC POLICY 


Through the war experience, and in other ways, business- 
men have come increasingly to realize the immense influence 
of public policy upon the American economy. The prevalent 
view that government should adopt policies which “create 
a favorable environment” for business is a far step from the 
earlier notion that government should just “let business alone.” 
For that could happen only if government had no policies 
which affected the business environment. In addition, there 
is an increasing measure of agreement about many policies 
now in effect. Farm price supports, Social Security, Federal 
Reserve operations, and Treasury debt management, to men- 
tion a few, have passed into the realm where the debate is 
no longer at the central core but instead on the periphery— 
dealing with improvements or modifications in detail. 

This realism on the part of businessmen about the role of 
government in modern economic society is accompanied by 
a mature view concerning the need for a variety of policies 
blended in just proportion. This has replaced an earlier view 
that some one trick or gadget would maintain the economy 
in good health. Very few businessmen now believe that the 
whole answer lies in some minor change in interest rates, 
in whether the Government supports its Londs at par, in 


JANUARY 6, 1950 


whether some particular tax reform is adopted, in whether 
the labor laws are amended or repealed. Instead it is recog- 
nized that big government is even more complex than big 
business, and that the same skepticism of panaceas and the 
same balanced judgments on a wide range of problems and 
procedures which characterize the successful business man- 
ager are equally necessary on the government scene. 


REJECTION OF MERE SLOGANS—THE PENSION EXAMPLE 


Recognition by businessmen of the complexity of the mod- 
ern economy has made a majority of them increasingly dis- 
trustful of mere slogans or shibboleths as a guide to the re- 
lationship between enterprise and government. 

By way of example, more slogans would lead all business- 
men to believe that privately negotiated pension systems are 
preferable to the expansion of federal old-age security be- 
cause the former is “free enterprise” and the latter involves 
“government.” But this is not happening. Many businessmen, 
on entirely unselfish grounds, are questioning whether the 
random development of unequal pension systems in scattered 
industries would really leave the business system more truly 
free than the systematic development of uniform old-age se- 
curity. And they are asking other questions. If thoughtful 
business and labor have both been concerned about the wide 
disparities in the wage structure, will this problem be lessened 
as an equal or greater disparity arises in business costs for 
pension plans developed sporadically? If labor mobility is a 
prime characteristic of dynamic free enterprise, will business 
or workers have more freedom when nontransferrable pen- 
sion benefits weld particular workers to particular jobs? If 
business success depends upon flexible adjustment to chang- 
ing circumstance, should business entangle itself in cost ven- 
tures which necessarily project a generation or longer into 
the future? 

The Council is certainly not prepared to censure the drive 
toward privately financed old-age security, which has arisen 
from delay in enactment of changes in the federal system. It 
seems to us that many workers and employers have had no 
choice but to do what they have done. Nor do we take the 
doctrinaire position that some thoughtful combination of pub- 
lic and private insurance against old age may not usefully 
emerge, although we incline strongly toward immediate ex- 
pansion of federal old-age security as the more urgent re- 
quirement. Our main purpose is to illustrate that certain 
functions performed by government may be more consistent 
with the practical welfare of free enterprise—including both 
management and labor—than excessive efforts by private 
business to perform those particular functions. And because 
more businessmen are adopting this pragmatic view, the 
prospects are increasingly bright for workable alignment of 
the functions of business and government. 


ENLARGED UNDERSTANDING OF WORLD CONDITIONS 

There are also general forces of compelling magnitude 
which contribute toward a better understanding by the busi- 
ness community of the problems of government. This is evi- 
denced in a statement made by Mr. J. Cameron Thomson 
(on behalf of the Research and Policy Committee of the 
Committee for Economic Development) before the Joint 
Congressional Committee on the Economic Report on No- 
vember 23 of this year. Mr. Thomson said: 

“The idea that great economic stability is inevitable 
in a free society is one of the most dangerous ideas at 
large in the world today.” 

Most businessmen in recent years have not denied that 
great instability could be avoided. The debate raged only as 
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to whether such instability was not preferable to even the 
minimum amount of government action—in addition to ex- 
tensive private action—conceded to be necessary for its avoid- 
ance. We think that this debate is receding, with so many 
businessmen sharing the viewpoint expressed by Mr. Thom- 
son that we cannot confront the world with another American 
depression and still maintain our position or security in the 
world of the future. 

The informed businessman of today is acutely aware of the 
menacing challenge to free enterprise and free government 
which confronts the West. He knows that this challenge must 
be met by firm and comprehensive countermeasures, largely 
in the area of our international economic policy. He knows 
that the United States must take the leadership in these 
measures, which are fundamentally economic in character. 


He knows that for both historic and practical reasons govern. 
ment must help to mobilize and give leadership to the pro- 
grams involved. Thus the businessman appreciates that per- 
haps the most important phase of public policy today js 
directed toward the literal salvation of the one kind of world 
in which the businessman can breathe. 

In the struggle to preserve freedom, the businessman needs 
government; and government needs the help of businessmen 
in the development of practical programs. These are no times 
for bickering or prejudice. Ironically, the actions of those who 
believe that free enterprise and free government are incom- 
patible, and that one or the other or both must be destroyed, 
are prompting free enterprise and free government in Amer- 
ica to close ranks and to work together in the supreme cause 
of human freedom, 


IV. FURTHER NEEDS IN GOVERNMENT ECONOMIC POLICY 


Despite much progress in the relations between business 
and government, there are still some gaps in national economic 
policy as viewed by the Council. The word “gaps” is used 
advisedly to indicate our belief that improvement in current 
operations should proceed at least apace with ventures into 
new fields. This does not mean that no new programs are 
needed, or that the nation can pause in building upon solid 
foundations. While this report is not the place for specifics, 
we have said that measures such as social security should now 
be expanded. But one way to safeguard progress is to consol- 
idate the gains which have been made. 


NEED FOR FURTHER HARMONY AND CONSISTENCY 

A cardinal task, as the Council sees it, is to achieve even 
more harmony and consistency zmong those outstanding pro- 
grams of government which greatly affect the whole economy. 
During the critical mid-thirties, when some of the structure 
of current national policy was built, there was no time to 
develop symmetry for the various wings of the structure or 
to connect them with the center. This was inevitable during 
an economic emergency, but there is no such emergency now. 
The privilege of men and agencies within a free government 
to give differing advice should be cherished. But this does 
not mean that the final execution of public programs touching 
upon the whole economy should not achieve that internal 
consistency and that harmonious relationship to defined com- 
mon objectives which any large undertaking demands. 

In the context of this problem, much good may be derived 
from the comprehensive work of the Hoover Commission and 
from the steps which the President and the Congress have 
already taken to implement it in part. More efficient use of 
personnel and of instrumentalities can register great gains for 
the taxpayer and for the country. But administration is an 
arm of policy, not the heart. For every dollar affected by the 
use of personnel, there may be a hundred or a thousand dollars 
affected by basic economic policy. It is here that the most 
costly mistakes could be made or the most useful services 
rendered. Here also manifold gains have already been effected, 
but there is need for still more progress. 

This progress toward still further harmony and consistency 
in governmental economic policy does not in the judgment of 
the Council call for the establishment of more agencies or com- 
mittees. It calls instead for a unifying framework within 
which each separate economic policy may be tested against 
its effect upon the general economy and upon the pro- 
motion of maximum opportunities for employment and 
production in free, competitive enterprise. This depends 
in turn upon the further use of machinery which the Con- 
gress has already made available and which the President 
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has always been ready to use—the machinery of the Em- 
ployment Act of 1946, 


NEED FOR MORE STABILITY 

As government economic policy becomes increasingly con- 
sistent, it should also become somewhat more stable. The 
prudent American family makes some arrangements lasting 
20 or 30 years; a moderately large business may look 50 years 
ahead; and a local government sometimes looks a century 
ahead. The biggest venture of all, our Federal Government, 
should strive gradually to modify its habitual practice of carry- 
ing almost all of its major policies and programs on a year or 
year and a half basis. The credit and spending and regulatory 
and tax policies of the Government are so highly conditioning 
to the whole economy that the degree of stability of these 
policies affects the degree of stability throughout the whole 
business world. 

Some short-run shifts, indeed, are necessary to enable the 
Government to alter its position and thus to “compensate” for 
changes in the private business situation. But we have already 
in this report indicated that if the Government moved gradu- 
ally toward placing somewhat more of its own activities on a 
somewhat more stable and longer-range basis, this might add 
greatly to the stability of the whole economy. The placement 
of some public programs primarily upon this basis rather than 
upon a “compensatory” foundation would also hold these pro- 
grams truer to their intrinsic purposes. The intrinsic purpose 
of public works is not to take up slack in employment, but 
rather to build up our national wealth by procuring certain 
end products which the country needs but which cannot 
be produced in any other way. Similarly, a decision to 
expand our educational facilities should be related close- 
ly to the priority value which we place upon education, 
rather than to the usefulness of school construction in 
taking up a business slack. All or some of these pro- 
grams may to a degree be expanded and contracted in 
response to variations in private business. But the variation 
should not be carried so far as to interfere with the pri- 
mary purpose of these programs. 

Our public programs are supported out of the production 
record achieved by the economy as a whole. We should ask 
ourselves what is the productive potential and capacity for 
growth of our economy over a reasonable span of years, assum- 
ing that we are fairly successful in maintaining full utilization 
of our material and human resources. We should then ask 
ourselves what part of our output of materials, money, and 
effort—over a similarly reasonable span of years—we want to 
devote to specific purposes such as public improvements and 
education. The Council admits that this involves social as 
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well as economic judgments; but nonetheless the problem has 
elements which prompt economists to suggest an orderly 
method of arriving at results although they do not presume to 
dictate what these results should be. 

The Council thus leans toward some further development of 
reasonably stable policies, in a few major conditioning areas, 
to cover a moderate span of years. Allowance should be made 
for the growth potential of the economy, instead of basing 
policy upon the assumption that the economy will linger in- 
definitely near a point reached after a half year of recession 
or fail to move again toward maximum levels of employment 
and production. This stability and confidence, displayed by 
government at so important a sector of the economy, might 
favorably condition also the free-enterprise sector. 

The argument may be advanced that more stability in some 
public policies is impractical because “we cannot see that far 
ahead.” The problem is admittedly one of degree. But it is 
easier to predict safely that our economy will grow in the long 
run than that it will grow in 1950, although we believe the 
latter also to be true. This is not to say that short-range adjust- 
ments have no place in a rounded economic policy; some of 
these short-range adjustments may now be needed, but they 
should not be asked to carry too heavy a load. If, despite the 
eflect of some reasonably constant public policies, serious 
downturns in general economic zctivity should occur, it may 
still be practical to readjust public policy upon observation 
of the event. Economic downturns do not progress so rapidly 
that they leave no time for eflective changes in policy. How- 
ever, we repeat the more important consideration that temper- 
ate progress toward somewhat more stability in government 
policy would promote more confidence and stability through- 
out the whole economy and thus help to hold the manifesta- 
tions of instability to manageable proportions. 

One caution is called for. The foregoing discussion develops 
principles for gradual application, but it cannot be accepted as 
anecessary guide to specific policies during the coming year. 
For example, while we should aim in the long run for reason- 
able stability in tax policy, the great changes in the tax struc- 
ture over the most recent years and the double reversal of 
economic trends in 1949 may make it necessary to alter the 
tax structure somewhat before a basis for stability in future 
years will have been laid. But this does not vitiate the prin- 
ciples which we have set forth; it simply proves that the ob- 
jective cannot be fully accomplished overnight. The Council 
hopes that the specific policies soon to be announced for 1950 
will show some progress toward the goal of improved stability 
and that this goal will be increasingly pursued in subsequent 
years. 


NEED FOR CORRELATION OF WELFARE PROGRAMS, 
ESPECIALLY SOCIAL SECURITY, 
WITH GENERAL ECONOMIC POLICY 


The need for still more harmony and consistency in national 
economic policy, and for its placement on a somewhat more 
stable basis, has cogent applicability to programs such as 
social security. A still better understanding between business 
and government would result if the excessive separation were 
lessened between “economic” and “social” programs—between 
a government interested in encouraging the growth of the 
economic system and a government interested in “welfare.” 
Those who quite appropriately raise the question of how 
much “welfare” is going to cost, or whether our econ- 
omy can stand that cost, clearly recognize that pro- 
grams of social security which involve billions of dollars 
in taxes and in public outlays cannot be divorced from 
economic considerations. 

The support of people who are too old to work or who are 
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unemployed or ill does not create wealth. It is not like the 
production of goods and services. For the most part, it enables 
certain individuals to consume wealth which is being cur- 
rently produced by others. The real question is how much of 
current production may be diverted to support this particular 
type of consumption (above a base subsistence level, for that 
level of support the economy must bear in any event) without 
sacrifice of relatively more important objectives. This makes 
social security an economic problem in the same degree as 
striking an appropriate balance between business investment 
and ultimate consumption, or between defense and foreign-aid 
programs and the requirements of our domestic economy. 

Sometimes it is said that, whatever amount of income may 
be flowing to the old or to the unemployed, it is economically 
desirable because it creates purchasing power and thus pro- 
vides demand for the products of industry. But no additional 
purchasing power is created if this income is simultaneously 
taken in equal amount from those who are still employed. In 
fact, there might be future deflationary elements in a social 
security system which for tco long provided a large excess of 
forced savings going into reserves over current payments to 
the aged. Payments to the old or the unemployed which re- 
sulted from deficit financing would create purchasing power of 
a sort. But purchasing power generated in this way, while it 
would be better than no purchasing power at all, would not 
have equivalent economic value to purchasing power gener- 
ated by production efforts. For similar reasons, cutting the 
work week simply to provide jobs for more people—which is a 
form of sharing unemployment—would never be as beneficial as 
obtaining the full use of our productive resources, even though 
it might be a necessary expedient if we failed egregiously in 
the more important task. Likewise, the age at which workers 
retire or the size of the benefits they receive should not be 
determined by the fallacious idea that this is a good way to 
create more purchasing power by adding the purchasing 
power of those who are not working to the purchasing power 
of those who are working. We should start with the assump- 
tion that our economy will be most productive by providing 
useful jobs for as many people as are able and willing to work. 
In that event the national policy with respect to the general 
age of retirement would be based not upon an artificial method 
of leaving more job opportunities for others, but rather upon 
a decision that the functioning economy can afford to support 
people who have reached a certain age without requiring that 
they work further. 

Social Security programs are viewed in a distorted perspec- 
tive unless it is realized that their justification rests upon two 
grounds, First, that the cost of caring for the old, the un- 
employed and the sick always falls upon the economy; and 
that bearing this cost in a systematic way is more efficient than 
bearing it through charity or improvisation. Second, that as an 
enlightened nation we are willing and even eager to divert a 
portion of our annual output away from capital replenishment 
and away from consumption by current producers in order to 
make life more livable for those who are unable to produce 
through no fault of their own. The appropriate test for the 
size of a social security program is how much of our resources 
on balance we wish to devote to this humane purpose, taking 
into account all the competing purposes and needs of our 
kind of economy. It is true that the social-insurance programs 
make our economy somewhat stronger by cushioning it against 
fluctuations by their “built-in stability” effects. But the larger 
question is how much of these programs a strong and rich 
economy can and should afford. 

The true nature of the social security problem being what 
it is, the concept of “saving” for social security is in one sense 
useful and in another sense misleading. It is useful to recog- 
nize that we must save in order to enlarge our productive 
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equipment. Without such enlargement, our economy would 
not be able to turn out more goods from year to year and 
therefore would not be able to afford the progressive expansion 
of social security. But it is misleading to assume that through 
any process of bookkeeping, either personal or national, mil- 
lions of people can “save” the food and clothing, the medical 
care and recreational allowances which they will be consuming 
30 years from now when they retire. What they consume when 
they retire will be produced not by themselves but by the 
working force at that time, and what they save now should be 
channeled insofar as feasible into current investment oppor- 
tunity. 

The Council strongly favors the national system of social 
security which involves contributions from employers and 
from workers on a systematic basis, and which also involves 
contributions by government. This ‘s the best way to protect 
people in their old age as a matter of right, and not to leave 
what may happen to them later on subject to unforeseeable 
policy decisions in the future. Yet our discussion of the social 
security problem implies that gradual efforts should be made 
to improve the contributory system so that at least part of the 
contributions would be more nearly on a “pay as you go” 
basis. By this, we mean the gradual development of a closer 
balance between social security receipts and payments from 
year to year. The ultimate objective should be toward making 
withdrawals from the economy for the purpose of social secur- 
ity roughly balance the contemporary cost of benefit payments, 
although it might always be desirable to maintain some “re- 
serves” of significant size. We also believe that, as coverage 
becomes more general, a larger part of social security receipts 
should be obtained through general revenues rather than pay- 
roll taxes. 

This gradual development would be sound economics for 
reasons already given; and it would also provide a better 
gauge as to the magnitude of future social security benefits 
which we can afford to enact into present legislation. For if 
enactment of legislation now involves the commitment that 
X number of people who will not be working 30 years from 
now will receive Y number of dollars of old-age benefits per 
month, the real test of whether the nation can afford such a 
program is not XY dollars per month measured against the 
current size of the economy by XY dollars per month meas- 
ured against the productivity of the economy 30 years from 
now. Social Security expansion now, insofar as it applies to 
persons who will not retire for many years, should make con- 


siderable allowance for an assumption of continuing secular 
economic growth. Almost all of our national policies in the 
long run depend upon the validity of this assumption. For 
otherwise we face continually rising unemployment, under. 
utilization of our resources and technology, and increasing 
disturbance to our whole economic system. 

The Council’s main reason for offering this analysis is to 
promote the application of sound economic principles to social 
security matters. It is not our function in this report to argue 
for a social security program of any particular size. Yet it 
seems clear to us that the application of sound analysis reveals 
that our nation can afford a considerably expanded social 
security program without impairing our economic stability or 
weakening our growth potential. 


CO-ORDINATION OF NATIONAL ECONOMIC POLICY 
IS NOT ‘CENTRAL PLANNING’ 


The Council’s interest in the orderly evaluation and system- 
atic reconciliation of public policies should not be miscon- 
strued as any leaning toward “blueprinting the economy” or 
“central planning.” Except for the reference to social security 
to clarify certain points in our analysis, we have not here dealt 
with any specific additions to governmental programs. We 
have only stressed that, whatever the scope or extent of gov- 
ernment programs, there should be applied to them those prin- 
ciples of consistency and harmony which are valid in the case 
of any material undertaking of business as well as government, 
The use within government of that “budgetary” concept which 
is applied by any large corporation in the measurement of its 
competing needs and prospects is compatible with the main- 
tenance of a Hexible and pragmatic spirit in government as 
well as in business. 

In the long run, this approach should lead to the simplifica- 
tion rather than to the proliferation of public programs. For 
the more successful government becomes in weeding out in- 
consistencies and adapting means to valid ends, the more the 
taxpayer will be saved in direct administrative costs. And the 
more effectively government weighs the effect of its estab- 
lished programs upon the whole economy and upon the course 
of business development, the more confident and prosperous 
our business system should become. This, in turn, may help to 
protect us against those serious economic downturns which 
provide the main impetus for certain types of public inter- 
vention in response to public need. 


V. FURTHER NEEDS IN BUSINESS PREPARATION FOR STABILITY AND GROWTH 


Along with further progress in those government policies 
which affect business, the record of recent years leads the 
Council confidently to anticipate further progress in business 
thinking and practices. This will help our business system to 
maintain that major responsibility for the condition of our 
economy which is ascribed to it under the American combina- 
tion of free enterprise and free government, 


FURTHER ACCEPTANCE OF ‘MAXIMUM’ OBJECTIVES 


First of all, our business system needs to embrace even more 
fully—as its enlightened leadership has already done—the goal 
of continuous maximum production and employment. This is 
not to say that so high a goal is readily obtainable. Possibly 
some periodic setbacks of moderate size are the price we must 
continue indefinitely to pay for the freedom and flexibility 
which make our system so dynamic in the long run. But this 
is entirely different from saying that the setbacks are desir- 
able as well as difficult to avoid. Very few businessmen really 
believe that the drop in the industrial-production index by 
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about 16 per cent, and the increase of unemployment by about 
1% million, which took place in 1949, left them with a more 
confident feeling than if a better balanced expansion in 1948 
had prevented this decline. We are recovering from that 
downturn because of the strong elements in our economy, and 
not because of the deficiencies which generated the downtum. 
As our system learns to develop still stronger elements, even if 
it does not succeed in maintaining continuously maximum 
levels of activity, the downturns can become more moderate 
and the upturns can become more certain. 

Nobody should confuse the classic theory of how down- 
turns occur with the erroneous belief that they are helpful. 
Saying that a downturn in production and employment is an 
adjustment of supply to demand may be true; but supply and 
demand were thus “adjusted” even in 1932. Saying that a 
downturn is inevitable, when backlogs of demand accumulated 
during a war period are worked off, may be a correct observa 
tion about the past; but it is simply another way of saying that 
we have not yet learned how to make full use of our productive 
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capacity in peacetime. It is better to aim constantly toward 
maximum production and employment, because this will in 
the long run make our thinking clearer and our achievements 
seater, even though we have not yet learned enough to reach 
this objective fully every year. 


FURTHER REALIZATION THAT PUBLIC SENTIMENT 
AFFECTS THE ECONOMY 


Occasionally it is said that a level of employment below the 
maximum is desirable because it makes workers more efficient 
and improves productivity. Quite aside from the lack of 
scientific verification of this proposition, the Council feels 
that even more businessmen will come to recognize—as 
so many now do-—that public sentiment toward mass un- 
employment is just as much a part of our economic life 
as the public’s attitude toward buying particular goods or 
spending particular portions of its earned income. And 
whether unemployment is “too high” depends as much 
upon what the unemployed think as upon what business 
thinks, just as whether prices are too high depends as 
much upon what the buyer does as upon what the seller 
says. Social and psychological considerations will come to 
enter more and more into business action because they are 
apart of the environment in which business is done. 

Since mass unemployment tends to build up resentment 
(whether rightly or wrongly) against free enterprise, it in- 
jects a threatening element into business life and prospects 
which is enormously important. Efficiency, even if it could 
be purchased at the price of so vast a danger to our business 
system, would not be worth the buying. Our economic system 
is strong enough to be sufficiently efficient without undergoing 
this oppressive risk. And because every mass increase in un- 
employment tends to shift the location of authority and deci- 
sion from business toward government, business has additional 
cause to strain every effort towards its prevention. 


NEW BUSINESS ATTITUDE TOWARD ‘POLITICS’ 


Of course, government is a “political” process, just as the 
Constitution of the United States is a “political” document. 
But no businessman should resignedly take the position that 
it is futile to attempt to influence public policy because he is 
outnumbered by workers and farmers and “the government 
counts instead of thinks.” Neither business nor any other 
group can offer any workable substitute for the processes of 
democracy, because there is none. Further, democracy is the 
system which affords the best opportunity for those with the 
qualities of thinkers and leaders to make their weight felt al- 
though they are outnumbered. These qualities exist in abun- 
dance in the business world. 

Some of the best friends of business, who are neither in gov- 
emment nor in business, are now urging businessmen to as- 
sume increasing responsibility for participation in public affairs. 


This is a good thing. 


CAN BUSINESS ACTION ACHIEVE SUFFICIENT CONCERT 
TO PROMOTE STABILITY 


Successful efforts to combat serious economic downturns 
must be concerted. They must be on a massive scale, because 
the economy is huge and acquires tremendous momentum 
when it starts definitely upward or downward. The main 
advantage offered by government policy in resisting economic 
fluctuations is that government can act on this massive scale. 
The extent to which free enterprise can enlarge its necessary 
contribution to economic stability hinges upon methods where- 
by business itself may act more effectively and thus deliver a 
more massive blow against the forces of deflation. 
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The dilemma is this: businessmen individually and sepa- 
rately may react to the beginning of a downturn, or 
even to its prediction, in sufficient numbers cumulatively 
to accentuate the downturn. But no sufficiently satistac- 
tory way has yet been found for businessmen individually 
and separately to respond to the beginning or prospect 
of a downturn in a ma.ner which cumulatively holds the 
economy stable or propels it upward. This is the real 
meaning of the importance of “business psychology.” Busi- 
nessmen at certain stages in the economic process take 
so seriously the first signs or predictions of a down- 
turn that the prediction may become, as the Council 
said in its First Annual Report, “the engine of its own 
verification.” If businessmen under such conditions could 
follow in sufficient numbers policies contributory towards 
stability or growth, or at least act in a manner consistent 
with the proposition that the long-range trend of the econ- 
omy is upward, this might provide a key to the dilemma. 

There are two lines along which such action by business 
may be facilitated. The first is by more common study and 
education of how the economy works and what policies may 
be most salutary at various stages in the economic process. If 
the results of such inquiry were sound and obtained sufficient 
acceptance, individual businessmen might act (without the 
kind of concert which could be against good policy) to cumu- 
late the forces of stabilization and growth instead of cumulat- 
ing the forces of downturn. 

That this is not too much to work ‘toward is demonstrated 
by the economic history of 1949. The Council finds one ex- 
planation of why the recession of the first half-year was so 
contained in size and duration in this fact: businessmen all 
throughout the postwar period, and particularly during 1949, 
exhibited far more economic understanding translated into 
practice than in those past periods which presented them with 
somewhat comparable difficulties. To be sure, there were mis- 
takes of price policy and other policy during the inflationary 
boom. But in contrast with the period following World War I, 
the management by business of its inventory and _ pricing 
policies was definitely superior. Similarly, the fact that busi- 
ness knew enough not to react to the first signs of the down- 
turn by wage cuts or by layoffs (beyond the minimum in the 
face of dwindling markets) was a sustaining factor along with 
the sustaining influence of many public policies. There is no 
reason why this behavior pattern exhibited in 1949 cannot be 
accentuated in future years. 

However, the Council does not feel that the forces making 
for a downturn in early 1949 were sufficiently powerful to put 
our business system or our government policies to as severe a 
test as may occur at a later period. Consequently, we feel 
that in order to be safeguarded against the possibility of more 
ominous danger at some time in future, the process of study 
and education and understanding needs to be carried much 
further by every feasible means. 

Moreover, we feel that such study and education and 
understanding may not be enough—even when added to vig- 
orous public policies—unless it is accompanied by improved 
institutional arrangements which will come nearer to assur- 
ing consistent and massive private action on a much broader 
scale than was exhibited even in 1949. Therefore, as a second 
line of action, we favor further exploration of how these in- 
stitutional arrangements may be developed and made most 
effective to expand business activity without that kind of col- 
laboration in restraint of trade which the Sherman Act wisely 
condemns. 

These considerations, and in fact all that we have said in 
this report, shape our thinking about the kind of fundamental 
study and analysis most relevant to foreseeable economic prob- 
lems in the United States. 
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President Truman, with a salary of 
$100,000 a year, plus a tax-free ex- 
pense account of $50,000, plus a trav- 
el allowance of $40,000, is able to 
save at the rate of $50,000 or more a 
year. The President a year ago, after 
election, had used up his resources. 


x *k * 


A higher level of pay for key Gov- 
ernment jobs is not making it easier 
for Mr. Truman to recruit big-name 
individuals for service in his official 
family. The strong trend is toward 
an exodus of trained personnel to out- 
side jobs that offer some chance of 
relatively big money. 


x * * 


Senator Arthur Vandenberg, Repub- 
lican leader on foreign policy, is not 
to be able to engage in a rough-and- 
tumble battle to support his ideas 
of an “unpartisan” policy for U.S. 
in dealing with the outside world. 
Senator Vandenberg’s strength is re- 
turning very slowly after the serious 
lung operation that he underwent. 


x * 


If the influence of Senator Vanden- 
berg is weakened in the Senate, he- 
cause of ill health, that of Senator 
Robert Taft will grow on issues of 
world policy, as he is more inclined to 
make a party issue of opposition to 
Truman policies in the foreign field. 


xk * 


Dwight Eisenhower, wartime com- 
mander in Europe, despite his pro- 
testations of lack of interest in politics, 
is to find that the organization of 
Governor Thomas Dewey in New 
York is inclined to veer in his direction 
now that Governor Dewey is firmly 
out of the 1952 presidential race. 


xk 


Tax planners in Congress are almost 
afraid to give the House and Senate 
a chance to open up the subject of 
excise taxes for fear that they will run 
wild in making cuts. Excise taxes of- 
fer an almost ideal field for legislative 
back-scratching—you vote to cut my 
excise and I’ll vote to cut yours. 
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Exodus From Government...Better Weapons at Sea 
Endanger U.S. ... German Steel for China Blocked ~ 


Mr. Truman’s political strategy in 
dealing with Congress will be to 
ask for all kinds of new legislation 
favored by groups such as school- 
teachers, youths in college, farmers, 
labor unions and old people, and then 
permit Congress to sit on the ideas. 
The end product is expected to be a 
set of hot issues that can be taken 
into the 1950 political campaign. 


x *k * 


John Snyder, Treasury Secretary, is 
encouraging the White House to fill 
vacancies on the Federal Reserve 
Board with men who will be inclined 
to go along with the present policy of 
low interest rates and easy money. 
Treasury, with billions of refinancing 
ahead, does not want to seek money 
ina tight market. 


x * 


Secretaries in the Defense Depart- 
ment are developing a practice of 
choosing a pet “aide” whom they in- 
sist upon turning into a general or 
an admiral, whether or not it means 
shoving aside colonels or Navy cap- 
tains in line for promotion. 


xk *& 


Charles Brannan, Secretary of Afgri- 
culture, looks for severe strain and 
maybe crack-up of the present farm 
program within a_ year, barring 
drought. Secretary Brannan doubts if 
Government can go on holding farm 
prices high in the face of steadily ris- 
ing surpluses. 


xk 


Gen. Douglas MacArthur, Supreme 
Commander in Japan, influenced the 
top U.S. policy decision to bar For- 
mosa to the Chinese Communists if 
military advisers and a show of naval 
force can enforce that decision. Mr. 
Truman found it easy to reverse for- 
mer U.S. policy when he felt the 
force of a growing political pressure 
to do something to stop Communists 
in Asia. 


x * * 


Louis Johnson, Defense Secretary, és 
somewhat surprised to discover that 


when there is trouble around the world 
the call is for naval aircraft carrie, 

to move to the trouble spots and nob 
for flights of big bombers cruising 
overhead. In the Pacific, as in the 
Mediterranean and Atlantic, the aig 
craft carrier moves in when a show ‘ 
force is needed. 4 


xk * 


Joseph Stalin, in a recent pri 
meeting with industrialists of Wests 
ern Germany, revealed interest ing 
plan for German industry to help if 
the rebuilding of Manchuria. A U.§ 
order halting shipment of 78,500 tor 
of German steel rails to China # 
serving as a hint that this country 
isn’t yet ready to encourage Germaf 
ideas about developing markets i 
Communist China. 


x oe 


Pandit Nehru, India’s Prime Mins 
ter, is surprised at the apparent la¢ 
of U.S. official interest in large-scale 
aid to India as a non-Communii 
buffer against further Communist et 
pansion in a vital part of Asia. Amett 
can interest in underwriting the 
payment of India’s wartime loans 
Great Britain is slow to spark. 


xk * 


Big scientific strides are being madé 
in the development of underwateé 
mines that would add greatly to th 
hazards of shipping in any fu 
war. U.S., dependent upon the seé 
for many things it needs, is becomit 
more vulnerable due to developmen 
in sea warfare, while Russia, domi 
nantly a land power, except as a 
rauder at sea, is making relative gai 


xk * 


France and Britain, when they 
military aid from U.S., will be é 
abled to extend more military help 
to their forces in the colonies. This 
country, supplying arms, isn’t to if 
sist that other nations then keep tht 
products of their own arms industrié® 
at home. British, with trouble in M@ 
laya, and France, with trouble i 
Indo-China, were ready to balk @ 
terms restricting use of their arm® 
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Glenmore’s Kentucky Tavern is the only Bottled-in- 
Bond that has always been made by the same family 
in the same distillery for three generations . . . and 
the Glenmore distillery has made more Kentucky 
Bourbon than any other distillery. This unmatched 


experience assures you uniform high quality. Distilled and Bottled 1n Bond Under 
That’s why... Supervision of the U.S. Government 


© Glenmore Distilleries Company, Louisville, Kentucky 


NO OTHER BOND CAN MATCH THAT KENTUCKY TAVERN TASTE 





That “flood” is enough to stall most 
car engines — but this one keeps right 
on running! For the young fellow is 
demonstrating one of the actual tests 
which helped us design “‘weather- 
proof” engines for the great new 
Plymouth, Dodge, DeSoto and 
Chrysler cars. 

In these tests, our engineers were 
trying out new ways to make car en- 
gines start easily and run better in 
rain or fog. They equipped them with 
special “armor” for the ignition 
system. Then they doused them with 
water — “enough to put out a fire,” 
as one engineer said. 


The engines started promptly, and 


PRACTICAL 


Demonstrating ignition test—created by practical imagination at Chrysler Corporation 


it on, Sonny; pour it on!” 


throttled down without coughing or 
stalling. They proved “weatherproof.” 


You start easily in rain or fog... 
drive through puddles without stall- 
ing ... slow down to a crawl in a cloud- 
burst without bucking. Protection 
against even these extreme conditions 
is standard on all Chryslers, and avail- 
able as an inexpensive extra on 
Plymouth, Dodge and De Soto. 


The new Chrysler Corporation igni- 
tion was proved on test cars in cloud- 
bursts and blizzards . . . on thousands 
of Dodge trucks in all-weather service. 
It is another example of the way 
imagination — practical and creative 
—is constantly helping to make our 


PLYMOUTH 


cars serve you better. Dealers will be 
glad to show you all the value features 
of these great cars. 


Ever have your engine sputter and stall when you 
hit a puddle in a storm? It won't happen in the 
new Plymouth, Dodge, De Sato and Chrysler, with 
“weatherproofed" ignition. Cars start instantly 
after long parking in bad weather, too. 
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DESOTO CHRYSLER 


Airtemp Cooling, Heating, Refrigeration Chrysler Marine & Industrial Engines Dodge Job-Rated Trucks Oilite Powdered Metal Products Mopar Parts & Accessories Cycleweld 





